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important, are not taken account of at all. The result is that all the data avail- 
able--both the British series, and all others--understate the trend in the relative 
price position of primary producers. 


In the second place, the British data cannot validly be used to measure 
the terms of trade against manufactures that primary producers experienced 
within their own countries. The reason is that transportation costs have been 
falling. During the past century and more, primary producers of the world out- 
side of Britain have been receiving a price for their products that fell short of the 
price in Britain and other importing countries by a smaller and smaller amount, 
During the same period, primary producers of the world have been paying prices 
for their imports of manufactures that exceeded the prices of manufactures in 
Britain and other industrial countries by a smaller and smaller amount, Both dis- 
tortions work in the same direction: producers of primary goods have been doing 
much better in the past century and more than the British data indicate. 


Transportation costs have been falling because of the appearance and in- 
creasing use of more and better roads, canals (including Suez and Panama), rail- 
roads, steam-propelled ships, and trucks. Previously isolated economies and 
isolated kinds of production have been brought more and more into world commer- 
cial relationships. Wright generalizes that freight transportation on U, S, turn- 
pikes and dirt road cost, in the mid-nineteenth century, "10 to 20 cents a ton mile, 
a rate prohibitive for long distance shipments," But railroads carried freight for 
long distances at 2 and 3 cents a ton mile, and canals seldom exceeded | cent, 10 
There are abundant examples of commodity prices falling in New York or in the 
United Kingdom, while as a result of falling shipping rates, the prices of the same 
commodities were rising in the regions where they were being produced, 





inclusion at relatively small beginning year weights, tends to bias a price 
index upward, since new commodities usually fall considerably in price 
soon after they are introduced, ("Secular Movements in the Terms of 
Trade", American Economic Review, Papers and Proceedings, May 1955, 
pp. 267-268, } 

Buchanan and Ellis feel that "the real weakness of the terms-of-trade 
basis of a supposed inferiority of primary production lies,..in its failure 
to allow for the vast increase in the quality of manufactured goods," 
(Approaches to Economic Development, Twentieth Century Fund, New York, 
1955, p. 262.) 

Haberler has recently pointed out an extreme, but important, case of 
this distortion: "Unit value indexes of machinery represent for the most 
part declared values divided by weight!" (Review of Economics and 
Statistics, Supplement, February, 1958, p. 5.) Suppose that machinery 
price per pound remains the same while--as in fact has been happening--it 
is, over the decades, getting more effective per pound, Then the index is 
constant, but the real price is falling. 











Chester W. Wright, Economic History of the United States, New York, 1949, 
p. 287, 





Such examples are given in J. M. Powers, The Purchasing Power of Gold, 
Report to the Bureau of Labor, Minnesota, 1947. The years covered are 
1875-1895. Ellsworth gives some striking examples for the period 1884-1903: 
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Just before the second World War, an average of 10 percent of the value 
of total world trade probably went into transportation costs, 12 The share must 
have been far higher a century or more earlier--the above data suggest the 
neighborhood of 3 to 7 times higher, or 30 to 70 percent. 


The widely used British data therefore are unreliable as a measure of 
the long-run relative price position of primary producers of the world for the two 
reasons we have surveyed--the relatively short time period the British data cover, 
and bias due both to quality improvements (especially) in manufacturing, and to 


falling transportation costs, * 


Data frum Other Countries 





As a check on the above reasoning, we show below in Charts 3 to 8 the 
yrices of primary products divided by the prices of manufactures for six coun- 
P t 


tries other than the United Kingdom, 


Chart 3 gives two series for the United States, Series 1p!4 runs from 1787 
to 1953, and is for domestic wholesale prices, In this series, the data for 1787 to 
1889 are mainly quotations from New York, and (because of the trend in transpor- 
tation costs) understate considerably the position of the average U. S. primary pro- 
ducer of the included goods, Series 2C, for 1913 to 1948, is calculated from United 
States statistics for prices of imported primary goods and imported manufactured 
goods--both f,o,b, This second series seems comparatively reliable for measuring 
the trend of relative prices in the countries with which the United States was 
trading, in that the transportation bias tends to cance! out, 





P. T. Ellsworth, "The Terms of Trade between Primary Producing and In- 
dustrial Countries", Inter-American Economic Affairs, Summer 1956, pp. 

55-56. C, M. Wright also lists such data: “Convertibility and Triangular 

Trade as Safeguards against Economic Depression", Economic Journal, 








September 1955, pp. 425 ff, 

Estimates of the average fall of shipping rates after 1870 are given in 
A. K. Cairncross, Home and Foreign Investment, 1870-1913, Cambridge, 
1953, pp. 170 ff.; and in C. P. Kindleberger, The Terms of Trade: A 
European Case Study, New York, 1956, pp. 20-21, 336-339, oa 











Relative Prices, etc, ~ 2e2. 
, » | 





These two weaknesses exist also in other series derived from European or 
U. S. data, The U. S, data presented below are subject to the "bias" criti- 
cism; and both criticisms are relevant to Kindleberger's series, (Op. cit., 
Ch, 11); to that of Lewis (‘World Production, Prices and Trade, 1870-1960", 
Manchester School, May 1952); and to GATT's series (Contracting Parties 
to the General Agreement on Tariffs and Trade, International Trade, 1952, 
Geneva, June 1953, Even so, Kindleberger concludes from his analysis of 
these data that, on face value, "there is no long-run tendency for the 

terms of trade to move against primary products in favor of manufactur- 
ing; and that if allowance is made for the improvement in quality of manu- 
factures, ‘the terms of trade may have turned against manufactures and in 
favor of raw materials per unit of equal quality" (p. 263). Cf, below, 








In this chart, and in the following charts, a D following the number of a 
series means that the data are calculated from domestic wholesale prices, 
and aC means that the data are export and/or import prices, 
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There is no question about the general trend of the long U. S. series 
(1D). Primary production has gained greatly--by 300 to 400 percent --vis-a-vis 
manufactures by a drastic shift of relative prices in its favor. 


In what direction should we expect the domestic U. S,. trend to deviate 
from the world trend of relative prices? There are three considerations to take 
into account, (a) Though the evidence is not conclusive, U. S, import duties of 
a hundred and more years ago probably bore more heavily than today on manu- 
factures as compared with primary products. !5 If so, U, S, data would tend to 
show a stronger terms of trade trend in favor of primary producérs than that 
existing in the world at large. (b) U. S, economic evolution has been, in gen- 
eral, frorn relative advantage in primary production toward relative advantage 
in manufactures production, This generalization.also again suggests that domes- 
tic primary-divided-by-manufactures prices must have tended to rise relative to 
those of the outside world, (c) On the other hand, exports of manufactures from 
the United States have risen drastically as a proportion of total exports of manu- 
factures in the world, and falling secular transportation costs have made these 
manufactures available at relatively more favorable prices abroad, at the loca- 
tions where ultimate consumers actually use the goods, as well as within the U, S., 
Hence the advantage of cheaper manufactures in the U. S, has been spread, in 
some measure, throughout the world, 


The net implication of these considerations appears to be that, at the 
most, the world position of primary producers is not greatly exaggerated by 
U. S. wholesale price data, It might even be understated, for the shift from 
wagon tnd windjammer to freight car and steamer is a wide one, 


As to data from primary producing countries of the world other than the 
United States, there is much difficulty in getting figures that are both significant-- 
that is, from not "too small" a country as measured by production and trade--and 
reliable enough to enter as evidence. We have, after a considerable inquiry, re- 
jected data from three countries that we once hoped to include: Australia, China, 
and Argentina, 16 We have used data from India, Japan, New Zealand, the Union 





15. Bureau of the Census, Historical Statistics of the United States, Washing- 
ton, 1949, pp. 248-249, 





16, Price series are available for Australian exports and imports from 1870 to 
recent years, Their definitive fault from our point of view is that the im- 
port data of 1901 to 1930, for want of better information, consisted of 
domestic wholesale prices for a biased portion of imports into New South 
Wales, The import prices were nearly all groceries, raw materials, and 
other non-manufactures, Hence one cannot accept that index as an appro- 
priate measure of the price of imported manufactures, Exports were also 
mainly raw materials and non-manufactures, It is not surprising that the 
quotient of export prices divided by import prices shows no trend up or down, 
and only small fluctuations, The constituents of both numerators and de- 
nominators are like kinds of things. Roland Wilson, Capital Imports and the 
Terms of Trade, Melbourne, 1931, pp. 84-92. 

For China, the most hopeful series we have been able to find are those 
of Franklin L, Ho, Index Numbers of Quantities and Prices of Imports and 
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of South Africa, and Brazil, The price series from these countries appear to 
fulfill the above tests, Also, the countries are in widely separated parts of the 
world, and so data from them add up to a better sample of world experience than 
if they came from only one segment, 


For each country, we have used at least two series, mainly with the aim 
of more reliability from broader evidence. Where possible, each of the two or 
more series has been based upon completely different data. 


The series measure two different aspects of the terms of trade between 
primary and secondary products. Some of the country series are for domestic 
wholesale prices, and so are a measure of the price situation facing the indi- 
vidual primary producer in his home market--and to the usually minor extent in 
these countries that secondary products are produced domestically, the price 
situation facing the domestic secondary producer, 


The rest of the country series are taken from export-import data. If ac- 
curate, such data are generally preferable, They measure the position of primary 
versus secondary production facing the country as a whole--a different measure 
from the above, but also significant, And they avoid the kinds of distortion--from 
tariffs and other import restrictions, subsidies and price controls--to which 
domestic prices have become increasingly subject. The doubts on such series 
arise from the valuations of customs, The import values uniformly include ship- 
ping charges to the port of entry, and export values exclude further shipping costs, 
an acceptable practice from our point of view.‘ But a shift in valuation practice, 
or arbitrary valuations diverging widely from market prices (as in Argentine 
customs data), could give bias to the trend, 


The Indian data are highly reliable--if not each series by itself, then the 
reinforcing effect of the five, from various sources (Chart 4), The general impres- 
sion of the 1861-1953 period is that of a rise, a fall, and a rise~-and violent in- 
stability throughout, 





Exports in China, Tientsin, 1930; and, also under the direction of Ho, Nankai 
Institute of Economics, Nankai Index Numbers, Tientsin, 1937. But the 
series (for 1867 to 1928) of these two publications, for unexplained reasons, 
march off in opposite directions: one shows China's terms of trade improv- 
ing, the other shows them deteriorating, though the data are supposedly 
identical, 

After attempting to find or construct an acceptable terms-of-trade series 
for Argentina, we have regretfully concluded that the figures are not adequate, 
The problem of ascertaining prices of Argentine exports and imports is that 
of giving appropriate correction to the errors introduced by the "nominal" 
(i.e., arbitrary) prices set by application of the tariff acts. The divergence 
between actual and nominal prices was estimated by E, A, Bunge, former 
Director Genera! of Statistics, at 8 percent in 1910 and a remarkable 
68 percent in 1915, (Intercambio Economica de la Republica, 1910- 

1917, Buenos Aires, 1918, pp. 10-18, Cf, John H, Williams, 
Argentine International Trade under Inconvertible Paper Money, 
1880-1900, Cambridge, Mass,, 1920, pp. 178-181.) 

















d Nations, Relative Prices, etc., op. cit., pp. 132-135. 
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The second case is Japan (Chart 5), Data from exports and imports 
(Series 1C) show a mild rise, then much deterioration, Those from domestic 
wholesale prices (Series 2D) suggest two booms between three troughs, with 
no clear trend either up or down, The different impressions of the two series 
may well be due to trade restrictions. War conditions and price controls 
weaken the significance of the data after the mid~-1930's, 


The New Zealand price data (Chart 6) appear unusually reliable. The 
general trend, though irregular, is clearly upward. 
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Chart 5. Terms of Trade betwee: Primary and 
wufactured Productea 1A72_10603 11” 
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data. 


The data for the Union of South Africa (Chart 7), during the shorter 
period, 1910 to 1952, for which we have data, show a curious pattern: de- 
terioration of terms of trade during the First World War, improvement to the 
mid-1930's, and deterioration since. Throughout the last twenty years of the 
data, tariffs and price control legislation have had a considerable influence 
on domestic prices. 
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Chart 7, Terms of Trade between Primary and 
Manufactured Products, 1910-1952, Union of 
South Africa data, 


1¢ 


Chart 8 gives evidence from Brazil for 1901-1950, reproduced from a 


study of H, E. Silva, The impression is that of two troughs between three 


peaks, and great irregularity, but no unbroken trend up or down, 


i 





18, 


The Pan American Union has produced an estimate for all Latin Ameri- 
ca from 1866 to 1953, United States wholesale prices are used to repre- 
sent the prices of Latin America imports, and United States price 
qaotations are applied to a weighted group of commodities representing 
Latin American exports, Hence the criticisms we made above of the 
British series--above all, the bias, for our purpose, introduced by fall- 
ing transport costs--is relevant also to these series, But, for its inter- 
est, the index shows an irregular decline from the 1866-1881 years into 
the 1930's, with a rise to a level 1950-1953 about equal to that of the late 
1890's, Pan American Union, Términos de Intercambio de America 
Latina: su Evolucion y Perspectivas, September 15, 1954, pp. 26-41. 








An International Monetary Fund Paper finds in a shorter period the 
terms of trade of all Latin America to be: 1948 (10 months) 150, as com- 
pared with 1925 = 135. (J. Anumada and A. Nataf, "Terms of Trade of 
Latin American Countries’, February 1950, pp. 131, 135.) 
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Tables |, 2 and 3 summarize the experiences of the seven countries 


within each of the three different time perspectives indicated, 


Table 1, 


Data Covering Approximately 150 Years--1800 to 1950 





Countries 
United 


Kingdom 


United 
States 


Table 2 


Countries 
United 


Kingdom 


United 


States 


India 


Japan 


New Zealand 


General movement 

of prices of primary 
products divided by 
prices of manufactures 


Esimate of 
Reliability of 
data 


Exact 
years 
covered 





1801- 


1953 


Good (earlier years) 
to excellent (later 
years) 


Major rise (to the 
mid-l9th century), 
then major fall 


Good (earlier years) 
to excellent (later 
years) 


Major rise through 
whole period 


Data Covering Approximately 90 Years--1860's to 1952 





General movement 
Estimate of 
reliability of 
data 


Exact of prices of primary 
products divided by 


prices of manufactures 


years 
covered 





(see above) 1860- 


1953 


Major fall (but a rise in 
the last 20 years of 
series) 

above) Major rise (wider 
fluctuations in last 40 
years of series) 


Excellent in total Rise--fall--rise 


Good Customs data: mild 
rise, then major fall 
to 1930's, 


data: 


Domestic 
rise to 1930's, 
then decline (violent 
fluctuations) 
Excellent Major rise (violent 
fluctuations) 
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Data Covering Approximately 50 Years--1900's to 1952 





General movement 
Estimate of Exact of prices of primary 
reliability of years products divided by 





Countries data covered prices of manufactures 


United (see above) 1900- Major fall to the 1930's; 
Kingdom 1953 moderate rise in recent 
years 


United above) 1900- General rise 
States 1953 


India above) 1900- Fall to 30's, thena 
1953 rise 


Japan 1900- Customs data: fall to 
1952 the 30's; Domestic 
data: no clear trend 
(violent fluctuations) 


New Zealand above) Upward trend in earlier 
years; no clear trend 
Since the 20's (violent 
fluctuations) 


Union of Good 19] Fall-rise--fall 
South Africa 


Good f Rise --fall--rise-- 
fall--rise (violent 
fluctuations) 


The over-all impression from these three tables is, I submit, that of the 
wide variety of experience of different nations, The variety suggests highly 
diverse demand and supply experience for particular commodities of the differ- 
ent countries covered, Table 1 underlines the importance of not generalizing on 
the experience of other countries or regions, from the experience of one, The 
remarkable data for the United States, showing continued and drastic improvement 
in the price position of agriculture over a century and a half, probably bears 
testimony mainly to the relatively rapid realization of the special advantages of 
the United States in many a line of manufacturing--as natural resources were dis- 
covered and utilized, capital accumulated and technology improved, and labor and 
management skills advanced, That is, the increase in the output of manufactured 
products compared to agricultural products must have exceeded the increase in 
demand for manufactured products compared to agricultural products, as the per 
capita real incomes of the American people kept on growing, In the case of the 
United Kingdom, I suspect the same argument holds up to the mid-19th century, 
but that the pattern since then (of relatively falling agricultural prices) has been 
dominated by the effects of the opening up of North America, Argentina, 
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Australia, and New Zealand anc some other agricultural areas to world com- 
merce, falling transport costs, and the adoption of a free trade policy. 


The shorter time perspective of Table 2 brings the contrasting experi- 
ence of the United Kingdom and the United States into sharp relief, There is 
some corroboration of what one would expect, that the more violently fluctu- 
ating series are based on data for small numbers of commodities--for example, 
the violent Indian series 3D represents prices for only two primary and two 
manufactured products, and the New Zealand series 2 is based on price quota- 
tions for seven commodities. The rising terms of trade for agriculture in the 
Indian and New Zealand data, from the 1860's into the first decades of the 20th 
century, suggest that falling world and local transport costs were then exert- 
ing a strong upward pull on farm prices in producing areas, and a downward 
push on manufactured prices in distant consuming areas, Increasing industrial- 
ization would weaken this effect later. 


Finally, there are the 50-odd years of Table 3, Beginning with about 
1910, the U, S, series no longer shows a sharp upward trend, but at most, only 
a moderate upward movement, The changed trend may reflect relatively more 
rapid technological progress in American agriculture compared to manufactur- 
ing. In recent years, the simple explanation of a number of good seasons is 
relevant, 


From the decade 1910--1920 on, all these series show conspicuous insta- 
bility. Two wars and the great depression, with their correlated changed basic 
demands for and supplies of particular goods, and correlated shifts in commer- 
cial policy, have caused increasingly violent price changes, For most series, 
the depression years bring a sharp worsening in the price postion of agriculture; 


but after those years there has been sharp improvement, 





Primary producers may, of course, be burdened by falling relative prices 
for their products, at the same time that their real incomes are rising. 
Suppose that the real price of A's product is falling, but that his produc- 
tivity is rising faster than that price falls. Then his real income rises-- 
and it might rise faster than that of producer B, the real price of whose 
product is rising, . 

A's situation resembles that of primary producers in the United States, 
Argentina, and some other "underdeveloped" areas of the nineteenth cen- 
tury. Rich agricultural areas of the world were being settled and were being 
made accessible to work markets, Even if and where the terms of trade of 
primary producers in such areas were deteriorating, their real income ad- 
vance could have been much faster than that of typical manufacturing pro- 
ducers of the world, 

A more extreme case is possible. Assume that factors are employed 
somewhere in the domestic economy with lower productivity than exists fur 
them in the export sector, and that they have not hitherto moved into export 
sector employment, That is, there is malallocation of these factors due to 
their immobility. Now production for export expands, and these factors are 
drawn into the export sector, The factors will gain to the extent their 
(rising) marginal productivity in the employment they are leaving still re- 
mains below their (falling) marginal productivity in the export sector, The 
real prices of the products of the export sector may be falling, 

In summary: the real income of these factors can be rising, without 
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Il Two Theories of the Terms of Trade 





The data do not show any general worsening of the price position of pri- 
mary producers, Hence theories that purport to explain why a worsening must 
take place invite special scrutiny, 


Raul Prebisch has developed an attractively plain thesis to explain the 
British data, 1876-1948, 20 He generalizes that "the advantages of technical 
progress have been mainly concentrated in the industrial centers and have not 
directly extended to the countries making up the periphery of the world's eco- 
nomic system"! The cause is said to be that "the characteristic lack of or- 
ganization among the workers employed in primary production prevents them 
from obtaining wage increases (in the boom) comparable to those of the indus- 
trial countries and from maintaining the increases to the same extent (in 
depression). " 


This reasoning appears inconclusive on two counts, (1) Are money 
wages and prices that rise freely and fall sluggishly either necessary, or suf- 
ficient, to cause relatively high prices in the world market? No, for world 
supply and demand are the determinants of world price levels, Any country 
whose unions had been especially successful in hiking money wage rates would 
find itself in a competitive squeeze, Its sales of exports would slip, its balanc 
of payments turn adverse; and if domestic prices did not in the longer run fall, 
the exchange value of its currency would fall instead, (2) Higher money wages 
do not necessarily cause higher domestic prices, They do so only if they rise 
faster than productivity. But even if they do the question still remains as to 
whether unions secure higher money wage rates, for labor of given quality, than 





their achieving rising productivity, and with worsening terms of trade. 
(Cf. R. E, Baldwin, ‘Secular Movements in the Terms of Trade", 
American Economic Review, Papers and Proceedings, May 1955, pp. 
259-269, 





Above, Chart |. Prebish is the author of the United Nations, The Eco- 
nomic Development of Latin America, Lake Success, New York, 1950. 
The data that he used are from a preliminary version of the study later 
published by the United Nations as Relative Prices, etc., op. cit. 








Op. cit., p. 8. Prebisch, in fact, goes further and argues that falling 
terms of trade of the primary producers has transferred part of the fruits 
of their own technical progress to the great industrial centers (pp. 10, 14). 


Ibid., p. 13. H. W. Singer's similar view is not explicitly based on the 
unionization argument, American Economic Review, Supplement, May 1950, 
p. 478; Review of Economics and Statistics, Supplement, February, 1958, 
p. 87, 

Gunnar Myrdal accepts deterioration of terms of trade for under- 








developed countries as a general fact, and concludes simply that they have 
had "rather bad luck" (An International Economy, New York, 1956, pp, 230- 
238); and that the play of market forces works normally toward greater 
economic inequality between localities and regions, rather than toward less 
(Rich Lands and Poor, New York, 1957, pp. 23-66). 
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the wages rates of non-union labor, Net conclusions from inquiries in this field 
are notably cautious, 23 


The first argument (1) of the above paragraph is relevant also to W. 
Arthur Lewis' view that ''over-concentration on exports” brings with it the pen- 
alty of adverse terms of trade to underdeveloped areas that do nothing to raise 
the productivity of peasants producing food for domestic consumption, The latter 
"constitute a reservoir of cheap labour available for work in mines or planta- 
tions or other export enterprises, "* But any one underdeveloped country runs 
the risk, as it raises its costs of producing exports, of pricing itself out of the 
world market, And if all underdeveloped countries together raise their costs 
and price quotations, they can find themselves in a worse net position, if demand 
for the export product falls off sharply. For example, how much would under- 
developed countries exporting rubber (or cotton, or rice) be advantaged by a 
sharp rise in price quotations for those commodities? 


25 


* 


In his recent exhaustive study, Kindleberger finds that "in the Euro- 
pean context, the terms of trade favor the developed and run against the under- 
developed countries" (p, 239). He was able to compute only the merchandise 
terms of trade for this purpose (p, 232). The data are for 1872, on, and do not 
take into account the effects of specially rapid quality improvements in manufac- 
tures, and the relevance (from the point of view of primary producers on their 
home grounds) of falling transportation costs, - 


After considering and rejecting several other explanations, Kindleberger 
suggests that the terms of trade he feels to exist--that is, that price trends have 
been unfavorable to underdeveloped countries--are due to "systematic differenc¢ 





Cf, the symposium in the Proceedings, American Economic Review, May 
1954, pp. 279-331, The principal contributors were C, Kerr, M, Bronfen~- 
brenner, and H, M, Levinson, Kerr does conclude firmly that labor's 
share of income has been no larger in unionized than in non-union indus- 
tries (p, 288). 





The Theory of Economic Growth, London, 1955, p, 281, 





The qualification in the above quotation is well taken, One could hold that 
"in the European context, the terms of trade... run against the under- 
developed countries” and also believe that in the underdeveloped countries 
themselves, the terms of trade have not generally run against them, The 
Kindleberger data support the former; the data of this paper support the 
latter statement, 

Hence it does not follow, as Kindleberger concludes, that "the views 
of Singer and Prebisch [that the terms of trade of underdeveloped countries 
have deteriorated],..derive support" from his data. "The Terms of Trade 
and Economic Development", Review of Economics and Statistics, Supple- 
ment, February 1958, p. 85. It is the experience of underdeveloped 
countries on their home grounds that is relevant to their policies. 
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in the capacity of the two types of countries to shift resources" (p, 253). at 
Underdeveloped countries are said to be less able to shift their resources off 
downward price escalators and on to upward price escalators, than are de- 
veloped countries, 


But he also finds that the terms of trade between manufactures and 
primary products do not run against primary products. Thoroughly heter- 
ogeneous price experience among the commodities measured, especially when 
they are divided up among different regions of export and import, is given as 


»2 
the explanation, «© 


The data of this paper suggest that emphasis ought to be centered on the 
heterogeneity of price experience, Particular supply influences, and particu- 
lar demand changes, for different commodities, countries and times, have 
dominated the historical picture, 


What are the implications for policy in underdeveloped countries of 
these data? First, and so obvious that it need not be stated save that it is 
often overlooked: the barter terms of trade we have been looking at have only 
limited relevance to policy in underdeveloped countries with respect to 
specialization in primary products versus manufacturing. Both a single factor 
terms of trade concept (the volume of imports obtainable through devoting a 
unit of factors to export production), and the income terms of trade (the volume 
of imports obtainable from total export earnings) are likely to be more signifi- 
cant for policy. 29 And both of these latter terms of trade concepts are apt to 
show a more favorable trend than does the barter terms of trade. 





In the Dollar Shortage (New York, 1950), Kindleberger presented a dif- 
ferent thesis: 
The certainty of loss arises from agricultural and primary product 
countries from the assumption of continuously increasing efficiency 
of production in these and in manufactured products, and... the ap- 
plication in these circumstances of Engel's law on a national 





basis (p. 122), 

This reasoning raises two main questions: (1) whether a modifica- 
tion of Engel's law to make it apply to real expenditures over successive 
time periods, is valid; and (2) whether the world's per capita income has 
been rising, or rising enough, so that such a modified Engel's law has 
had a chance to work, Kindleberger has not followed this reasoning in 
his later book on European terms of trade. 


The Terms of Trade, etc., op. cit., pp. 263-264, 





Cf. Viner's analysis of terms of trade concepts in his Studies in the 
Theory of International Trade, New York, 1937, pp, 558-565; and the 
relevant comments of G. M. Meier, Review of Economics and 
Statistics, Supplement, February 1958, pp, 88-90, 
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second, insofar as the barter terms of trade data are to be used as a 
guide to policy: (a) European data or world data should not be relied on, !out 
instead the price changes experienced in the country in question, (b) No vasy 
assurnption should be made that primary products as a whole are likely ty rise 
or fallin real price. Instead, the prospects of each potential export and im- 
port and import-substitute commodity ought to be scrutinized separately 
Underdeveloped countries should be vividly aware that price raising policies 
by one or a few of the worid producers of a commodity invite disaster a 


other producers gratefully expand into their former markets; and they should 


be equally aware that a general, cartel-type, attempt by all producers ofa 
commodity to raise its price (e.g., rubber, sugar, wheat, tin, steel) ‘s a cor- 
dial invitation to new producers to start up production, to customers to shift 
over to existing substitutes, and to industrial chemists and engineers to invent 
new substitutes, (c) Even the most careful predictions of future prices are 
nearly certain to be partially or wholly wrong. Hence, as many writers in this 
field have emphasized, underdeveloped countries should center strong emphasis 
on improving the flexibility and adaptability of their economies, so as to be 
able to shrink the output of things in which their advantage is shrinking, and ex- 


pand rapidly the output of things in which they have expanding advantage. 


APPENDIX* 


Chart 1, British Data, | )-1948 





Source: United Nations, Relative Prices of Exports and Lnports of 





Underdeveloped Countries, New York, 1949, Table 5, p. 22, Series A from 
1876 up to 1929, is based on League of Nations data (Industrialization and For- 
eign Trade, New York, 1945, pp. 154-157), which used the Sauerbeck British 
wholesale price index for primary products, and Schlote's price data from 
British trade statistics, (Werner Schlote, Entwi klung und Strukturwandlungen 
des englischen Aussenhandels von 1700 bis zur Gegenwart, Jena, 1938; trans - 
lated as British Overseas Trade from 1700 to the 1930's, Oxford, 1932.) The 
1930-1938 years rest on world (rather than British) trade data, from Review of 
World Trade, Series B, 1876 to 1938, draws its data from the Schlote study 
alone. Series C is the British Board of Trade index, converted to a 1938 base, 

















Chart 2. British Data, 1801-1953 





Series A, 1801-1929: the Sauerbeck index of British primary product 
(domestic) prices divided by Schlote's data for prices of British total exports 
(1801-1812), or manufactured exports (1814-1929), Schlote, British Oversea 
Trade, etc,, Table 26, pry 175-178, 1930-38 and 1946-195 3: Board of Trade 





A more complete (22 page) version of this appendix, with the basi« 
tables, and more detailed description of sources and procedures, 
available from the author on request. 
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index number for prices of imports divided by their index number of prices of 
exports, United Nations, Relative Prices, etc., p. 22, through 1948; there- 
after Board of Trade Journal, various issues, Series B, 1814-1853; the re- 
ciprocal of Schlote's series, export price index for manufactures divided by 
price index for imports; 1854-1933: the reciprocal of Schlote's series, export 
price index for manufactures divided by import price index for raw materials, 


Op. cit., Table 17, p. 154, 








Chart 3. United States Data 





Series 1D, 1787-1889: Warren and Pearson data reproduced in Bureau 
of the Census, Historical Statistics of the United States, 1789-1945, Washing- 
ton, 1949, pp. 227, 231-232, Price of farm products divided by price of 
manufactures, averages for the year, 1890-1953: Bureau of Labor Statistics 
Wholesale Price Indices, Op. cit., pp. 229, 233-234, Bureau of Labor 
Statistics, Business Statistics, Supplement, 1953, pp. 27, 30, 31. Survey of 








Current Business, various issues, Series 2C, 1913-1948: prices of raw mate- 





rials imports divided by prices of manufactures imports, Both series are 
f,o. b, United Nations, Relative Prices, etc., Table 7, p, 26, 





Chart 4. Indian Data 


Series 1D, 1861-1940: index numbers of the domestic prices of 28 ex- 
ported articles, divided by the index numbers of domestic prices of 11 imported 
articles, For 1861-1931, Department of Commercial Intelligence and Statistics, 
Index Nurnbers of Indian Prices, 1861-1931, Delhi, 1933. p. 1. For 1932-1940, 
Department of Commercial Intelligence and Statistics, Addendum...to the Index 
Numbers of Indian Prices, 1861-1931, Calcutta, annually, 1934to 1941, Series 
2D, 1870-1908: prices of domestic primary products divided by prices of domes- 
tic manufactures, All Indian prices collected by Fred J, Atkinson, Accountant 
General, United Provinces, Bureau of Labor Statistics, Index Numbers of 
Wholesale Prices in the United States and Foreign Countries, Washington, 1915, 
p. 282, Series 3D, 1914-1953: prices of two primary product groups divided by 

















prices of two manufactured product groups, wholesale market, Calcutta, 1914- 
1937, Statistical Abstract of British India, in British Parliamentary Papers, 

Vol, 25, p. 551; and Vol, 26, p. 387, 1938-1953: Indian Trade Journal, various 
issues, Series 4C, 1927-28 to 1948-49: prices of exports from British India 
divided by prices of imports, 1927-1937: Statistical Abstract of British India, 

in British Parliamentary Paper, Vol. 25, p, 889, and Vol, 26, p. 708, 1938- 
1949: Statistical Abstract of India, 1947, p. 513, and 1949, p. 1681. Series 5D, 
1939-1953: prices of wholesale primary products, divided by prices of semi- 

















manufactured and manufactured goods, 1939-1947: Statistical Abstract of India, 
1949, p. 1246, 1948-1953: Tata Quarterly, A Review of Economic and Financial 








Conditions in India, Bombay, October 1953, p. 95; April 1954, p. 46. The basic 
data shift appreciably between 1947 and 1948, 





Chart 5, Japanese Data 





Series IC, 1873-1934: from customs data for prices of exports and im- 
ports, 1873-1903: prices of exports (taken as an approximation for primary 
products) divided by prices of imports (taken as an approximation for manufac- 


tures, I, Ishibashi, editor for the Oriental Economist, Foreign Trade of Japan, 





1 


Tokyo, 1953, p, 798. 1904-1934: prices of foods and crude materials among 
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exports, divided by prices of semimanufactures and manufactures among im- 
ports, Op. cit., pp. 699-701, Series 2D, 1887-1952. Domestic wholesale 

price data. For 1887-1933: constructed from prices of four cereals, repre- 
senting primary products, and four categories of manufactures, Department 
of Finance, Financia! and Economic Annuai of Japan, Tokyc, various issues; 





« 


S. Tsuru, Development of Capitalism and Business Cycles in Japan, 1868-1897, 
Cambridge, Mass., p. 273. Japan Statistical Yearbook, 1949, pp. 634, 635, 
637, For 1934-1948: from wholesale prices of Tokyo, Bank of Japan data, 
Supreme Command Allied Powers, Japanese Economic Statistics, Bulletins 43- 
44, March-April 1950, p, 21; Bulletin 66, February 1952, p. 15; Bulletin 78, 
February 1953, p. 14. 











Chart 6. New Zealand Data 





Series 1D, 1861-1949: This series, like the two remaining, is based on 
domestic wholesale price data, 1861-1910: from data of J, M. Mclibraith, The 
Course of Prices in New Zealand, Wellington, 1911. 1913-1924: Statistical 
Report on Prices, Wages, Hours of Labour, Wellington, 1925, p. 12, 1925- 
1933: Statistical Report on Prices, Wellington, 1933, p. 9. 1934-49: New Zea- 
land Official Yearbook, various years. Series 2D, 1861-1952: for 1861-1910, 
calculations based on a different selection of primary products and manufactures, 
though a few constituents appear in both Series 1D and 2D, Mcllbraith, op, cit. 
1913-1952: constructed from data of New Zealand Official Yearbook, various 
years, Series 3D, 1913-1951: a price index of locally produced commodities 
divided by an index of imported commodities. New Zealand Official Yearbook, 
1951-52, p. 776, 




















Chart 7, South African Data 





Series 1D, 1910-1952, Domestic wholesale prices of Union goods 
divided by those of imported, goods, Series 2D, 1910-1952. A price index for 
grains, meals, potatoes, dairy products, and meat, divided by an index for 
metals and chemicals, Source for both: Bureau of Census and Statistics, Offi- 
cial Yearbook of the Union of South Africa, Pretoria, various issues, bi cg 





Chart 8. Brazilian Data 





Laspeyre and Paasche price indices are calculated for 27 export commodi- 
ties, representing from 80 to 97 percent of total exports, and for 61 import com- 
modities, representing from 41 to 68 percent of total imports. Both groups are 
valued at the port of entry or exit. I am indebted for these calculations to Helio 
Schlittler Silva, Indices de Precos do Comercio Exterior do Brasil, Sao Paulo, 
November 1952, 











RIVER VALLEY PROJECTS IN INDIA: THEIR DIRECT EFFECTS 


K, William Kapp 
Brooklyn College 


The present article advances a tentative framework for the analysis of 
the direct effects which the irrigation component of river valley projects may 
have on the structure of agriculture in underdeveloped countries. The focus of 
attention is on the impact of river valley projects in the agricultural economy 
within the context of the total development effort of which these projects are 
usually a part. In its quantitative aspects the analysis makes use Indian data; 
in its broader methodological implications and qualitative aspects the analys 
would seem to transcend particular cases and apply to other underdeve 


areas as well, 


The term direct effects covers the repercussions which a perennial! 
supply of water is likely to have on the structure of farm production in the area 
immediately adjacent to and affected by the project. In addition,to these direct 


efforts there are various indirect or secondary effects of river valley projects 


which are reflected in changes in the structure of industries (including distribu 


tion) in a wider area and which can be traced back to the changes in agricultural! 
production, Both the direct and indirect effects of irrigation can be distinguished 
at least conceptually from the socio-cultural impact which river valley projects 
may have on world outlook and institutional arrangements, In the present arti- 


cle, however, attention will be focussed on the direct effects of irrigation. 


The practical and theoretical importance of a general conceptual frame- 


work for the qualitative and quantitative analysis of the effects of river va 
projects requires hardly any elaboration, Economic planners in underdeveloped 
countries are asking with increasing insistence for suitable investment criteria, 
designed to permit a rational judgment’ of alternative projects, Such teria 








The author spent the academic year 1957-58 as Fulbrig) 

fessor at the Gokhals Institute of Economics and Politics in Poona, Bom- 
bay State, He gratefully acknowledges the atmosphere of intelligent 
eriticism and the stimulating discussions which he has had with hi 
leagues at the Institute on the subject of the research topic an 


in general, 


We are using the generic term "judgment" rather than the trac 

concepts of choice, evaluation, and measurement in order t« 
misunderstanding and avert any allusion concerning the quantitative pre- 
cision that can be hoped for in the assessment of social goals and the 


process oO! decision-making in national e 


t 
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would have to throw light on the as yet unsolved and open questions of national! 
economic planning that are related to the ranking of river valley projects as 
compared with other social overhead investments, the establishment of priori- 
ties among alternative projects, the determination of the relative public expen- 
diture level and hence the proper size for each project; the allocation of costs 
to the different but joint purposes of the project, and lastly the selection of 

the administrative measures and subsidiary investments which would secure 
the prompt and optimum use of the new capital goods and services. Obviously, 
the common prerequisite for the elaboration of rational investment criteria is 
an adequate and comprehensive knowledge of the typical (both actual and poten- 
tial) effects of the various component parts of river valley projects. 


While there is no scarcity of empirical data and theoretical studies on 
the subject, a satisfactory solution of the difficult problem raised by the afore- 
mentioned issues still seems to escape us, Indeed, the authors of a rapidly 
increasing literature on benefit-cost calculations in connection with river valley 
projects seem to have no illusions concerning the comprehensiveness and valid- 
ity of their criteria, In fact, it is one of the merits of these studies* to have 
made explicit some of the assumptions which underlie the calculations of invest- 
ment criteria in terms of benefit-cost ratios. Among these assumptions are 
the following: (1) that prices reflect the true opportunity costs of resources 
(which they do not in underdeveloped countries which are on the verge of 
emerging from a long period of stagnation and are in a process of economic 
and social transformation); (2) that human resources are fully employed 
(which is not the case in underdeveloped countries which carry with them much 
open and disguised unemployment); (3) that the intangible benefits are not so 
large that they outweight the benefits that can be measured in monetary terms 
(which may hold neither for developed nor underdeveloped countries); and (4) 
that problems of equity (e.g., equalizing the opportunity of economic growth as 
between different regions and redistributional reforms in general) can be ig- 
nored, which, while perhaps tenable for developed countries where problems 
of equity and redistributional reforms can be taken care of by countervailing 
tendencies made possible by the democratic process, would be equivalent to 
assuming away some of the most important obstacles to economic growth and 
social change in underdeveloped countries. 


Indeed, all benefit-cost studies seem to be focussing attention on the 


allocation problem at the expense of the question of whether and what kind of 





See on the following: Otto Eckstein, Water-Resource Development, 
Cambridge, Mass,, 1958, pp, 280-281; Symposium on Determination of 
Costs and Benefits of River Valley Projects, 1953, Central Board of 
Irrigation and Power, New Delhi, 1954; H, W. Singer, 'Development 
Projects as Part of National Development Programmes", United 
Nations, Formulation and Economic Appraisal of Development Projects, 
I, New York, 1951; W. Galenson and H, Leibenstein, "Investment Cri- 
teria, Productivity and Economic Development", Quarterly Journal of 
Economics, August 1955, pp. 343-370; V. V. Novozhilov, "On Choosing 
between Investment Projects”, Interntaional Economic Papers, 1956, 
No, 6; Proposed Practices for Economic Analysis of River Basin 
Projects, Report of the Federal Inter-Agency River Basin Committee, 
Subcommittee on Benefits and Costs, Washington, 1950, 
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cumulative economic and social changes may be set in motion by river valley 
projects, Ina fully developed country in which the preconditions of cumula- 
tive economic and social change are more or less fulfilled, this neglect of 
what may indeed be taken for granted is perhaps justifiable, In an under- 
developed country where "the natural play of forces" has long tended toward 
stagnation, the use of purely monetary benefit-cost calculations as investment 
criteria raises more questions than can be answered at the present time, 

For instance: will the highest benefit-cost ratio automatically assure the 
highest real and social rate of return? Will the highest rate of return and 
profitability based upon the pattern of demand that emerges from free con- 
sumers' choices necessarily guide us to those investment outlays which 
maximize the rate of growth? Finally, how can benefit-cost ratios take into 
account the fact that investments with long periods of gestation and high capi- 
tal intensity in all associated production functions may have a lower produc- 
tivity in the short-run and hence a high capital-output ratio which might disap- 
pear if a longer period of time is allowed in measurement? > As soon as it is 
realized that the process of economic growth in order to become cumulative 
must also be a process of social change and cultural transformation, it be- 
comes clear that benefit-cost ratios, while not without considerable signifi- 
cance in evaluating public investments in fully developed countries, may be 
much less relevant as investment criteria for underdeveloped countries, 


In the present article we start from a somewhat different theoretical 
framework than that which underlies the calculations of benefit-cost ratios. 
In contrast to the theoretical framework which assumes a tendency toward 
self-stabilization, we accept the principle of circular or cumulative causation 
which Myrdal first developed in connection with the analysis of the Negro 
problem in the United States and which he has recently applied to the study of 


the economic process in underdeveloped countries, This principle seems to 
throw light on the emergence, continued existence, and even growth of region- 
al inequalities by focussing attention upon the interaction of what are really 
inseparable economic, political, and cultural factors, Like the well-known 
cumulative interaction of poverty, ignorance, and disease, the social system, 
under the impact of the whole range of economic and non-economic factors, 
"is by itself not moving toward any sort of balance between forces but is con- 
stantly on the move away from such a situation, In the normal case a change 
does not call forth countervailing changes, but, instead, supporting changes, 
which move the system in the same direction as the first change but much 
further", 4 


In contrast to the earlier conceptual framework which views the social 
process (or at least the conceptually separated "economic" process) as sub- 
ject to essentially self-sustaining (i.e., countervailing) forces which tend to 
some theoretically definable and determinate stable position, the principle of 





W. Rostow, "Trends in the Allocation of Resources in Secular 
Growth", in L, H, Dupriez, ed, Economic Progress, Papers and 
Proceedings of a Round Table Held by the International Economic As- 
sociation, Louvain, 1955, pp. 367-382, 








G. Myrdal, Rich Lands and Poor, New York, 1957, p. 13. 
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cumulative causation makes it possible to account for the practically more rele- 
vant tendency of circular stagnation in underdeveloped countries, What has to 
be understood above all are the causes which led to cumulative processes of 
stagnation and regional inequalities. And these processes cannot be fully in- 


terpreted as long as the so-called economic are seen in isolation from the so- 
called non-economic factors, 


This is not the place to develop the concept of cumulative causation in 


greater detail” and with particular reference to regional inequalities in under- 


developed countries. Suffice it to make explicit the scientific and methodologi- 
cal implications of the principle of cumulative causation for a realistic study 
and ultimate appraisal of the effects of river valley projects, Perhaps the first 
and most important implication is that river valley projects must be viewed in 
their relation to the total economic situation and development plan of the country 
under consideration, What is relevant in this connection must be determined in 
each case by the effect and potency of an impulse (such as irrigation and power) 
to bring about changes in the social system in the direction of cumulative expan- 
sion, This does not mean that it is necessary or even desirable to study the 
process of cumulative change in its totality. The strategy of scientific analysis 
calls for a reduction of any problem under discussion to manageable proportions 
and for the introduction of relevant distinctions between the different factors at 
work, While we have will to divide the process under study according to these 
methodological requirements, it will be necessary to keep in mind at all times 
that the changes set in motion are interconnected. More than this, it is impor- 
tant that the effects be traced and described not only qualitatively but also 
quantitatively. Ideally the complete and truly scientific solution of the problem 
would indeed require an "interconnected set of quantitative equations, describing 
the movement and the internal changes of the system studied under the influences 
which are at work, That this complete, quantitative and truly scientific formula- 
tion is far beyond the horizon does not need to be pointed out", © 


In the meantime it will be helpful and necessary to provide a rational 
framework capable of identifying as completely as possible the relevant and 
strategic functional relationships which river valley projects are likely to set in 
motion, What the planner must know and the social scientist wants to discover 
are the effects which a given supply of water in a dry area may have on the 
structure of farm production, What will be the effects of the new structure of 
production on the rural subsistence economy? What are the new input or invest- 
ment requirements? What are the probable expenditure patterns which the new 
output and the additional farm income make possible? What additional yields 
can be expected? More specifically, which administrative arrangements and 
subsidiary public investments will be called for in order to assure the optimum 
utilization of the new capital equipment and through it the maximum economi« 
advance of the region? Equally important, what are the potential negative 
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New York, 


Dilemma, The Negro Problem and Modern Democracy 
"A Methodological Note on the Principle of Cumulation 
pp. 1065 ff, 





Myrdal, Rich Lands and Poor, op, cit., p. 19. 
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effects of supplying additional water to a formerly dry area in a tropical 
country? And finally, what will be the long-run impact of the new structure of 
production and the new farm economy on the cultural values and behavior pat- 
terns in the underdeveloped area? It goes without saying that some of these 


relationships are less accessible to scientific analysis than others, However 


, 


a rational framework of investment planning calls for a comprehensive appraisa 
of all the effects, whether immediate or potential, which river valley projects 
are capable of setting in motion, Without such an appraisal the planning authori- 
ties are not likely to develop a realistic strategy of administrative controls de- 
signed to assure the greatest possible benefits from the public investment. 

From the foregoing it must be clear that the complicated processes of 
circular interrelationships which multi-purpose projects are capable of setting 
in motion can be analyzed and appraised only in realterms, That is to say, we 
must abandon the hope of analyzing the circular process in terms of a single 
criterion of market values and must instead face the much more difficult task of 
finding a way to appraise its effects in terms of criteria that are adapted to the 
task of measuring the cumulative process of growth in its various manifesta- 
tions, Ultimately this may be possible only in terms of a technical standard that 
measures improvements in "the economy of means" in physical terms rather 
than in terms of the more comprehensive but somewhat forma! test of the effi- 
ciency of the entire allocation problem within the economy as a whole, No 
doubt an underdeveloped country can ill afford any inefficiency (waste) in the al- 
location of its limited resources for its competing objectives, But in the ab- 
sence of any precise and substantive knowledge of the benefits obtainable from 
the whole range of alternative investment outlets (e.g., improvement of agricul- 
tural technology and farm management, reform of farm credit, widening of 
internal and foreign markets, administrative and political reforms, wider edu- 
cational opportunities, and < hanges in land tenure arrangements), we must be 
satisfied with an appraisal of the development process in terms of relationshiy 
between physical quantities, Such relationships can be expressed in terms of 


yutput per input (production per factor) or in terms of input per output, in wh 


ase they measure the use or "consumption" of required factor per unit of out 


put. In either of its two forms productivity data are ratios without upper limit 
that are capable of showing the progressive improvement from period to period, 
What makes productivity a particularly comprehensive test of the growth process 
is the fact that its increase depends upon many causative factors, Technology 
and equipment must combine with greater skill and the capacity to innovate, as 
well as greater equality of opportunity, higher industriousness, and new forms 
of human relations, before it is possible to make a significant dent in the low 
level of productivity (particularly agricultural productivity) of most under 
developed countries, It is precisely because productivity depends upon economi« 
and social changes that improvements in productivity provide not only the most 
comprehensive test but also the major goal of the underdeveloped world, Unless 
productivity is rising in the affected regions from year to year, we cannot truly 


, 


speak of a successful river valley project. 

Finally, a descriptive analysis of the long-run effects of river valle 
projects would gain in perspective if it could take full account of the conditions 
that existed during the lastdecadesprior to the transition to irrigated farming. 
Ideally, this would require a survey of the region designed to convey a picture 


»f the available resources and their use; principal crops and output; the use of 
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manure and fertilizer; crop patterns and rotation; principal occupations and 


employment patterns; the labor supply including major skills and percentage of 


inemployed; the pressure of population on land including birth, mortality, and 

morbidity rates; the financial resources of the cultivators; administrative ar- 

rangements and their relative effectiveness; the extent of social services such 
as medical care and education; and the frequency and extent of famines and 

floods including an indication of the loss of public revenues due to the suspen- 
ion of land revenue collections, as well as of the major features of socio- 

backwardness and deficiencies, Indeed, for all practical purposes of 

and evaluating the effects of a given project, it would be important to 

mnduct a series of benchmark surveys of the socio-economic process not only 

fore and after completion of the project but also during its construction, 


In the absence of such comprehensive surveys, we must be satisfied to 

Jur analysis upon statistical data capable of documenting and illustrating 
the various repercussions that have been selected for detailed treatment. We 
are aware of the fact that this procedure may introduce a bias into our analysis. 
The available data pertaining to older irrigation areas may not be representa- 
tive of the effects which additional land brought under irrigation in other areas 
may have, It is not possible to say whether the extension of irrigation farming 
to new areas would give rise to a greater or smaller increase of output and a 
more or less pronounced change in the structure of farm production, As 
pointed out later, these effects depend upon many factors, 7 All that can be 
said here is that statistical data in underdeveloped countries are relatively 
sketchy and uneven; that the data used are the only ones available; and that in 
view of the fact that the data pertain to conditions in which for the most part 
there was no deliberate plan for many of the subsidiary investments called for 
by irrigation farming, they may underestimate rather than overestimate the 


direct effects of irrigation. 


II 


The strategic significance of irrigation in India's development effort de- 
rives from the fact that the average rainfall for most of India is low and subject 
to great variations, This inadequacy and unevenness of rainfall gives rise to 
Indeed, India's whole development effort must be viewed against the background 
of four interrelated factors which define her present economic position: recur- 


rent acute food shortages, extreme poverty of great masses of the population, 


rapid population growth, and unemployment as well as underemployment, Only 


recurrent crop failures in some areas and keeps other regions desert areas, 


the first of these factors needs to be illustrated here, 


Between 1948 and 1953 India imported 19, 3 million tons of cereals, The 
average annual food shortage was 3,2 million tons, At an average cost of about 
Rs, 450 per ton the total cost and foreign exchange requirements due to food 
shortages would amount to Rs, 1.5 billion, In the absence of foreign loans 
(which may have to be serviced sooner or later), the prevention of general 
starvation and famines for large masses of the population depends upon the 





See below, 
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ability to increase the output of food, Moreover, recurrent shortfalls of food 
represent a continuous threat to the implementation of the industrialization ef- 
fort upon which depends India's whole development effort and her ability to 
utilize her increasing idle manpower, It is of course true that the production 
of food can be increased either by improved techniques of production on land 
already under cultivation or by expanding the area under cultivation, India's 
special geographic and climatic situation, together with her rapidly increasing 
population, makes it imperative not to rely only on the improvement of agricul- 
tural techniques, Apart from the fact that India's success with improved tech- 
niques has been limited in the past (as judged by relatively stable yield figures), 
even further improvements of techniques (through greater use of fertilizer, 
farm equipment, and improved seeds) depend for their success upon an assured 
supply of water. The only dependable way of establishing a system of intensive 
agriculture as well as of extending the margin of extensive cultivation seems to 
be to provide areas which have a low and uneven rainfall with an assured water 
supply. This can be done only by storing the precipitation in catchment areas 
which have an abundant rainfall, especially in some of the higher altitudes and 
diverting this dependable supply of water through canals and distributaries to 
the areas with inadequate and variable rainfall. In short, what is required is 
the construction of major dams and reservoirs capable of storing and con- 
trolling the flow of important rivers and their tributaries. This is precisely 
what India has been trying to do under English rule as well as since Independ- 
ence, In fact, this is what responsible statesmen in India seem to have been 
trying to do since time immemorial, to judge from the evidence of a vast net- 
work of irrigation works and inundation canals not only in the Indus valley and 


the region of the Jumna river but in South India as well, 8 


What are likely to be the effects of the shift from dry farming to irriga- 
tion farming in contemporary India? Any qualitative and quantitative investiga- 
tion of the direct effects of the irrigation component of river valley projects 
must be based upon farm management data, For in the last analysis, only farm 
accounts and farm budgets are capable of disclosing with any degree of quanti- 
tative precision what shifts took place in input and output patterns as a result of 
a parennial supply of water made available by the irrigation projects, We can- 
not hope that our data, though derived from farm management studies, are com- 
plete and always based upon accurate observation, There are inevitable gaps in 
our information about farm management, particularly in an underdeveloped 
country like India, and it seems to be impossible to estimate the degree of the 
possible error in the observations upon which the respective studies are based, 9 





Irrigation in India through the Ages, Central Board of Irrigation and 
Power, Leaflet No. 7, New Delhi, 1954, 





Having made these general reservations we wish to point out that farm 
management studies have a long history in India, The Board of Economic 
Inquiry of the Economic and Statistical Organization of the Government of 
the Punjab has conducted village and farm management studies for more 
than thirty years, The Gokhale Institute for Politics and Economics 
(Poona) published its first farm survey in 1933, and the Economic and 
Statistical Organization of the (Central) Department of Agriculture is 
about to publish (1958) a series of up-to-date farm management studies 
for different states, 
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However, while it seems to be impossible to estimate the degree of the 
possible error, we believe that our data err in the direction of an understate- 
ment of the possible effects of irrigation farming. This is due to the fact that 
hey relate to cases and conditions in which, for the most part, there was no de- 
iberate plan for many of the subsidiary investments and administrative steps 
which must be taken in order to make the fullest possible use of the water re- 

irces made available by the development project. On the whole, perhaps with 
the exception of some projects in the Punjab, the policy pursued both under the 
British regime and in more recent years was that of relative laissez-faire, It 


was up to the individual cultivator to make the necessary adaptation to the new 


techniques of agriculture called for by the perennial supply of water, If we con- 
sider that the cultivators were often ignorant and suspicious, at least during the 
initial stages of the introduction of the new method of cultivation called for by 
irrigation, and that there were usually without adequate funds required for such 
subsidiary investments as the purchase of fertilizers, improved seeds, more 
and better foodstuffs for draft animals used for longer periods of time, it is 
reasonable to assume that our data are not fully representative of the total ef- 
fects which a shift to irrigation farming may achieve. Against this, the econo- 
mist is likely to raise the possibility of diminishing returns from additional irri- 
ation projects, It could be argued that future irrigation projects are bound to 
ye less productive and more costly than those that have been built in the past, 
Ultimately the answer to this question depends not only upon an assessment of 
the irrigation potential (i.e., water and land resources) as compared with the 
estimated food requirements of a rising population, but also upon the ability to 
take into consideration the effects of evolving improvements of farm techniques, 
Diminishing returns is a concept that comes to us from the static framework of 
classical and neo-classical economics, Dynamic change and technological im- 
provements are precisely the factors which have counteracted the static phenome- 
non of diminishing returns in the past, in short, static economics must not be 
permitted to play havoc with the assessment of dynamic growth and development, 


Ul 

It is possible to view the whole process of economic and social change 
from the perspective of a gradual transition from subsistence farming to the pro- 
duction of cash crops, This is ultimately the most important economic and so- 
ial change that seems to happen in response to the provision of an assured 
supply of water, For reasons of exposition, however, we have found it desirable 
to discuss first the changes in the structure of farm production which prepare 
the ground for the transition from subsistence farming to cash crops. 


Changes in the Structure of Agricultural Productior 





Under the climatic conditions of the sub-continent of India, many crop 
respond to early planting, provided that there is an adequate supply of water, 
Hence with a perennial supply of water sowing and planting can start earlier than 
in areas dependent on rainfall, In fact, irrigation in the tropics makes it possi- 
yle to plant and grow two or even three crops of rice, Many other crops respond 
to earlier planting, For instance, cotton usually cannot be grown before June; 
with irrigation planting can start in April. Similarly, the shift to sugar cane has 
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brought about far-reaching changes in production methods in areas which had no 
perennial supply of water before, These changes have had the effect of upsetting 
established patterns of activities. In an Indian village, "agricultural skill is 
passed on from father to son, Through time and experience the peasants develop 
a rhythm of production throughout the agricultural cycle in which each partici- 
pant has a certain task to perform and each operation is allocated a certain date 
and time. The cultivation of ane upset this « ablished rhythm and it took 
time and thought before the new « ld be incorporated into the pattern of 


rie 
activities, "4¥ 


New crop patterns--More important than the 


sowing and harvesting vith its attendant modifications ol! iditional activities 
and village life is the effect of irrigation on cro; i An assured availa- 
of water makes it less risky and more profitable to switch from dry food 
» crops which require water than rainfall makes available, Thess 
are the better quality and higher priced crops such as sugar cane, wheat, paddy, 
and fodder, as well as garden produce, Whereas the unirrigated farm tends to 
concentrate overwhelmingly on the production of food crops which in India are 
largely consumed locally or within the cultivator's own family, the irrigated 
farm can be shown to concentrate on the more valuable food crops for sale 
(such as rice, wheat, and.sugar cane) and also may turn to fibre crops and 
fodder (the latter reflecting greater needs for more intensively used draft 


animals), Table 1 shows this change in crop pattern in the Punjab, 


Percentage of Crops Grown in Irrigated and 





Unirrigated Areas, Punjab, 1954-55?*? 
‘6 J 





Irrigated 


ood « roy 
Oilseed crotr 
Fibre crops 
Fodder crops 
The data are significant inasm they show J diversification 


ops in irrigated areas as compared to the almost complete concentration 


food crops in unirrigated areas, Which of the more remunerative cash crops 


be chosen seems to depend upon many factors which can be isolated only by 
studies of agricultural location, No single f r, such as climati 

proximity to markets or proces fi , or traditional 
ly sufficient to account for the actual s yn of the 


an area has concentrated on a fj r crop and 
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equipment needed for the cultivation and processing of the crop, there seems to 
be a tendency for everybody to fall in line with this pattern, The area tends to 
me a Sugar cane area or a paddy producing region or a paddy and wheat 
ng region, as the case may be, The establishment of a sugar factory or 
may exert a powerful influence on the crop pattern of the entire 


surrounding area, 


As a matter of fact, whereas the changing and uncertain seasonal condi- 
tions prior to irrigation usually call for a certain variety of crops, the availa- 
bility of water may make it profitable to abandon diversification in favor of one 
or the other monoculture, Thus, sugar plantations often do not consider it 
worthwhile to grow anything but sugar cane. Sugar factories likewise favor the 
pecialization on sugar cane by the cultivators in the adjacent areas, In the 
Mettur- Tanjore area, which is particularly well suited for the cultivation of 
paddy, the area under paddy has gone up from 38,3 % of the total cultivated area 

31 to 80, 8% in 1851; all other crops show declines, while some of the crops 
ich as spices, vegetables, fruits, industrial and miscellaneous crops have al- 
st completely disappeared, l¢ Nor have there been any attempts to experi- 

nent with other commercial or industrial crops such as cotton, 


From Subsistence Farming to Cash Crops 





The concentration on higher valued crops sets in motion what is probably 
the most significant long-run socio-economic influence of river valley projects 
on the structure of agriculture: the gradual elimination of subsistence farming 
and its integration into a wider regional and national market, The final outcome 


f 


yf this process is a monetization of exchanges and a commercialization of agri- 
culture which makes the latter dependent upon urban markets and urban supplies 
f finished products, 


The extent of this monetization and commercialization can be demon- 
strated in a variety of ways. For example, the proportion of income received 
in the form of money and the expenses met by monetary payments tend to in- 
crease in wet farming areas as compared to dry areas, Twenty years after the 
introduction of irrigation in the Godavari and Pravara canal area (Bombay 
State), it was found that the disposal of important crops differed radically on ir- 
rigated farms from that of unirrigated farms, Whereas irrigated farms sold 
70% of their total crop (measured in value) in 1938/39, the corresponding per- 

entage for totally dry farms was 34.5%, The difference is even more striking 
if expressed in terms of absolute monetary figures, Whereas the total annual 
receipts of the average dry farmer for produce sold were only about Rs, 200, 
farmers belonging to the irrigated areas showed a total money receipt of Rs, 


Ay 


500 (with Rs. 3,000 in the most intensively cultivated irrigated areas), 13 





S. Krishnamurthi, Pilot Survey of the Influences of the Mettur Irrigation 





and Hydro-Electric Project on Agriculture and Agro-Industries in 
Pattukkottai Taluk of the Tanjore District Madras State, Planning Com- 
mission Research Programmes Committee, New Delhi, 1948, mimeo- 








graphed, 


D. R. Gadgil, Economic Effects of Irrigation, Poona, 1948 
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rease of the importance of cash sales has the further 
effect of replacing, at least in part, payments formerly made in kind (e. g., 
rent, farm labor, village artisans, and village functionaries) by monetary pay- 
ments, The irrigated areas show a significantly smaller percentage of pay- 
ments made in kind to total farm expenses than do the dry areas, It is true, 
with greater need for farm labor, artisans' and servants' total payments in 
yn irrigated farms exceed those made on unirrigated farms, Outlays for 
io not seem to show the same uniform trend towards monetiza- 
e the requirements for fertilizer and manure are met by cash pur- 
by the irrigators (as against an almost complete dependence of the dry 
farmers upon their own inadequate supplies), the requirements for fodder, seeds 
and plants are met to a very large extent from their own produce, It is difficult 
to say whether this means that the transition towards a cash economy has reached 
some kind of equilibrium short of complete specialization, or whether the survey 
merely caught a particular point in a continuous process, Even so it remains 
true that the old system of subsistence farming is replaced by an exchange 
economy in which payments are received and made increasingly in money, This 
monetization of farm transactions has the effect of establishing a substantial 
measure of integration between the region and the rest of the national economy, 


Closer integration with the rest of the economy is usually mediated by 
various middlemen and marketing agencies who will claim a share of the total 
profits for their services, That is to say, in addition to the traditional money 
lender, the cultivator is now faced with a group of persons upon whose services 
he becomes dependent and whose interests do not necessarily coincide with his 
wn. Moreover, there develops a new kind of dependence upon outlets and 
prices, A drop in the price of sugar may hit the irrigated village economy in 
essentially the same way as a bad harvest--with this difference: that the latter 
is perhaps more easily understood than the former, 


Another effect of the monetization of farm transactions is the decline of 
the demand for the services of village artisans such as carpenters, smiths, 
potters, barbers, and dholis (laundrymen), This seems to be a regular pattern, 


An increase in purchasing power and easier contact with towns and cities (made 


by improved means of transportation) tends to give rise to a demand 

products and services (plows, pots, pans, barber services, textiles, 
not to speak of bicycles and flashlights), even though the village products may 
be perfectly adequate and aesthetically perhaps more satisfying and less stand- 
ardized, Village studies in India confirm this tendency of villagers to turn away 
from indigenous artisan products as soon as additional purchasing power com- 


bined with contact with urban centers make such a shift possible, 


The Stabilization of Farm Out} ut 


Inadequacy and unevenness of rainfall in unirrigated areas make Indian 
agriculture a particularly uncertain and risky business, the degree of which can 
be measured by > extent of crop failures. If the average rainfall during the 
growing period is inadequate or unevenly distributed, the entire crop or a high 

é may never mature and the area suffers famine, Crop failures 

be measured by the percentage of matured crop to total area of 
wer the percentage the greater the extent of crop failure, 
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In some areas of India the amount and distribution of rainfall are such 


that agriculture has been aptly described as a "gamble in rains". Whenever the 
total amount of rainfall or its distribution fails to live up to the requirements of 
plant growth, crop failures occur to a lesser or larger extent. In the Hissar 
District (Punjab), where until recently irrigation had not made much headway 
and where the nature of the soil would not permit the land to bear more than 
one crop even in years of normal rainfall, available data covering 15 years 
(1939-1954) indicate that in three years more than two-thirds of the crops 
failed to mature; in 7 yeasr failures ranged between 41, 9% and 71%; and only in 
one year did 88, 2% of the crop mature, !4 


In the area in which the 1952-53 study of the potential effects of the 
Bhakra Dam was conducted, a large part of the crop was lost due to inadequate 
rainfall, As much as 85, 25% of the bajra crop did not mature, Conditions of 
other crops were only slightly better: 50, 58% of jowar (Sorghum), 100% of 
watermelons, 46,7% of Gowar (Cyamopsis tetragonaloba); and 12, 31% of Mint 
had failed during the year under report, Many other crops had been complete 
failures and gram (Cicer arietinum), barley, and wheat suffered losses of 86, 3% 
and 85, 3%, 19 

The social losses of crop failures can be measured either in terms of 
the value of the crop lost or in terms of the waste of seeds, family and hired 
labor (wages), and bullock power or the loss of public revenues due to the sus- 
pension of the collection of land taxes and the remission of installments of vari- 
ous government loans and substantial expenditures for relief measures to 
drought areas, 16 

By providing an assured supply of water over the entire growing season, 
irrigation changes the nature of agriculture, Instead of a gamble in rains, farm- 
ing becomes an activity with a more or less predictable outcome, As compared 
to the extreme variations in the percentage of crops matured that was character- 
istic under former conditions, farm output tends to be stabilized by irrigation, 
The extent of the stabilization can be measured either directly in terms of the 
percentage of total area under fully matured crops or indirectly in terms of the 
increased output over a representative period of time long enough to include 
years of drought and inadequate rainfall, By reducing the risks of uneven rain- 
fall, irrigation makes the supply of foodstuffs and farm output less dependent 





R. L, Anand, Punjab Agriculture, Facts and Figures. Government of 
the Punjab, Economic and Statistical Organization, Publication I, 





Changigarh, 1957, p. 5. 


Gurdit Singh and Swarn Singh, Effects of Bhakra Dam Irrigation on the 
Economy of the Barani Villages in Hissar District, 1952-53, Economic 
and Statistical Organisation, Government of Punjab, Publication No, 32, 








Chandigarh, n.d., p. 13. 
While no overall statistics seem to be available on these financial losses 
to the state, a careful reading of the Indian Press supports the conclusion 


that these losses are not only substantial but a regular phenomenon in 


most drought areas, 
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number of days worked per year is not more than 153.9, or, expressed in dif- 


1 a 19 
ferent terms, the average number of hours worked per day is 3. 37 hours, ** 


By extending the period of cultivation and by making it less dependent upon 
nal rainfall, irrigation has the effect of spreading work more evenly 


r the entire year, 


Moreover 


, irrigated crops call for a much more continuous and inten- 


manual labor and bullock power, In the two districts which were 
ct of a special cost accounting and survey sample in the Punjab in1954- 
»5, it was found that while the use of human labor un unirrigated crops per 
adult man days“% per year, the employment of human labor on irri- 
about 24 man days. Similarly, the use of bullock power showed 
increase on irrigated cropped areas as compared with dry areas 
11,6 days of 8 hours), Whereas about 90 percent of the total man 
inirrigated cropped areas are contributed by family and exchanged 
nly 82 percent are provided in this fashion on irrigated land, That is 
the percentage of hired lab wr“! increases from 10 to 18 percent, 
inirrigated areas make use of hired labor only to the extent of 1, 3 
re, the irrigated area ] l man days or more than three 


' ) 
uch hired labor, “* 


connection Gadgil's earlier s : xpenditure d 


| | ita 1 still of 
While total outlays for paid (casual! and contract) labor in the Godvari 
entage of total farm expenditure) were only slightly 
7% as against 5 n unirrigated farms), the irri- 


percentage of hired labor paid in kind than 


ywn inguirie infor ior j n several areas affected by 
heme (Mandya in My 


thesis that a perennial! 
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ct in the 
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In some of the irrigated areas of Southern India, 


more continuous employment. 
it has become an established practice to import migrant labor from adjacent 


non-irrigated farming areas during the planting, weeding, harvesting, and 
threshing phases of rice cultivation when a maximum effort is required to 


handle the crop. 


While there is still unemployment and underemployment in irrigated 
areas, this must not detract from what might be called the employment effect 
of irrigated farming in India. The impact of river valley projects on employ- 
ment during the construction period has probably been exaggerated if we con- 
sider the need for capital intensive work processes called for by the building of 
dams and reservoirs; however, the contribution which the irrigation component 
could make to the absorption of the unemployed and underemployed in rural 
India after the completion of these projects has not been sufficiently stressed, 
This effect on rural employment which results from the greater intensity of 
farming made possible by irrigation must have a more lasting and significant 
effect on employment than the construction of the dam, Bullocks are used for a 
longer period of time during the year; as a result there is a higher demand for 
fodder crops to sustain the more intensive use of draft animals. In addition to 
human labor and the use of animals, there are other important expenditures 
which figure prominently in the expenditure account, and are significantly higher 
on irrigated as compared with unirrigated areas. A detailed break-up of these 


expenditures is shown in Table 2, 


Table 2, Break-Up of Expenditures for Different Farm Inputs 


for Crop Production per Acre on Irrigated and Unirrigated 
Land, 1954-55, in Rupees24 











Irrigated Unirrigated 


a. Human labor 
Family and exchanged 


Hired 


Bullock labor 

Seed 

Farm yard m: 
Fertilizer 

In st on fixed capital 
Depreciation on implement 
Artisans 

Rent and rental value 
Land revenue 
Irrigation charges 
Miscellaneous 


Total value of inputs per irrigated acre held 
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The higher input of human labor and 


bullock labor is clearly reflected 
in the higher expenditures for items a and b, Whereas there are assignable in- 
put values for manure and fertilizer on irrigated areas, there are apparently 
no such input items on unirrigated farms--a clear indication of the greater in- 
tensity of cultivation under condition of irrigation, Al it is interesting to 
note that rent and rental value of land increass ) portio tota itlays 
in both cases, this item amounts to rough % of total outlays. That i 
while the absolute amounts paid to landowners are increasing from Ks, 
the relative share (as a percentage of total farm expenditures) received 
y the owner does not seem to be affected in one way or another by the intensif 
ation of farming called for by irrigation, Since the landlord i isually not a 
partner, even in a small way, in irrigated farming and does not make payment 
for land improvements, his increased rental income is for all practical purpose 


" 
inearned and hence should be available for land taxes and water rate 


Irrigated land also shows a higher intensity of cropping as compared to 
unirrigated areas, There are unirrigated areas in India in which there would 
f 


be considerable scope for an extension of the cultivable area by reclaiming 


incultivated but cultivable waste land, Gadgil's data revealed a considerably 


lower percentage of "current fallow" and "uncultivated waste" 
compared to unirrigated farms (4. 5% versus 11.7% current fallow and 0, 8% to 
2.1% waste), The percentage of total uncultivated area 


on irrigated as 


was 13, 7% on irrigated 
area of the Mettur- 

Tanjore project (Battukkottaitaluk) the percentage of cultivated area ha 
a steady increase between 1931 and 195 


> 
farms as against 15.7% on unirrigated farms.“” In the 
shown 
1, It now amounts to 46, 8% 


», against 
only 26,1% in the non-project area, While the 


area brought under new 
, there is evidence that the area sh 
increased if the available water were 


tion has increased by 43, 9% yuld be further 


ised more economically by the farmer 
8) 


) 
in the project area, “ 


It would be wrong to believe that the data presented in thi 


sent a measure and an approximation of the potential intensification of farming 


ection repre- 


which irrigation is likely to render possible in India, This is made particularly 
lear by Krishnamurthi's study which leaves no doubt that the intensification 
farming is still far from what would be called for by modern methods of agricul- 


f 
Pi 


re 7 If Krishnamurthi's findings are indicative of conditions in other areas 





‘ 


Gadgil, op. cit., Pp. 2 


Krishnamurthi, op. cit., pp. 71-72. 
Very few improvements in cultivation practices have 
the area of the Mettur-Tanjore Project. For instance, the practice of 
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hundred percent the yields obtained by farmers in adjoining areas, 
be unrealistic to use yield data on experimental! farms as the 
lculations of the potential benefits of irrigation, it is certainly not 
alistic to appraise the benefits of irrigation simply in the light of yield 
lata which do not reflect the level of output which modern agricultural knowl- 
edge and techniques could open up to the Indian farmer. This is not to deny 
that the "soundness" of a loan advanced for the construction of an irrigation 
project depends upon actual rather than potential yields and output which 
modern technology has placed within reasonable reach, What is questioned, 
however, by the foregoing observations is whether the bankers' test of the 
undness of the loan measured in terms of present yields and output is an ade- 
quate test of the socio-economic justification of the project, If India were to 
confine herself to the construction of river valley projects that are financially 
sound in terms of present backward practices and yields she may never be able 
to create the preconditions for an agricultural system that is capable of pro- 
viding the necessary supplies of food and farm commodities for her urban com- 
munities and export requirements, 


Yields on irrigated and unirrigated tracts --Available data on differences 





f yields on irrigated and unirrigated tracts show differentials of more than 
100% for specific crops, For wheat, the most recent data from the Punjab 
indicate that whereas unirrigated tracts do not produce more than 4, 3 to 7,7 


( 


maunds per acre, irrigated areas have yields of from 12,9 to 13.5 maunds per 
acre,*” Pre-Independence estimates of average yield differentials on dry and 
irrigated lands vary from areato area, They range from 572 lbs, per dry acre 
to 967 lbs. per irrigated acre inthe Punjab, and from 510 lbs, per dry acre to 
1,250 lbs, per irrigated acre in Bombay state. 30 For rice the Punjab shows 
the greater variation (587 lbs, as against 1, 269 lbs.), whereas the estimates 
for Madras State show yield differentials per acre of 1, 138 to 1,694 lbs, In the 
more recent pilot survey conducted in the Tanjore District, it was found that 
the provision of irrigation through the Mettur Project "has by itself almost 
doubled the yield of paddy (rice in the husk), the average yield being 39 kalams 


per acre in the canal fed area and 20 kalams in the non-project area", Even 
more significant differentials of average yields on dry and irrigated lands are 
reported for such important crops as jowar, ragi (a millet), gram, and barley 


) 


in the Deccan, 


It is not necessary to comment in detail on these increases of average 
yields and output made possible by irrigation. Suffice it to emphasize merely 
that unquestionably irrigation is the strategic factor without which these in- 





Studies in Economics of Farm Management, op. cit., pp. 85, 95, 





W. Burns, Technological Possibilities of Agricultural Development in 
India, Lahore, 1944, p. 56, 





Krishnamurthi, op. cit., p. 73 


Champhekar, A Note on the Assessment of the Direct and Indirect 





fects of Irrigation, Bombay, 1950, p. 26, 
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creases in yields and output would not have occurred, This is not to say that 
the increase in the supply of water is the only factor responsible for the im- 
provements of farm yields and output. Certainly there were improvements in 
techniques of farming, such as the use of fertilizers, manures, improved seeds, 
new methods of planting and cultivation, which contributed to the final outcome; 
and it is important to realize that these improvements in techniques represent 
additional farm investments called for by irrigation farming. In this sense, the 
increased yields and outputs are not the net result of investments in irrigation 
but are the combined result of the joint investments in irrigation and improved 
techniques of farming. 


The second point to be emphasized is related to the fact that actual in- 
creases in average yields and output in a particular region do not necessarily 
represent the limits of agricultural improvements. On the contrary, in view of 
the fact that in many areas under irrigation the utilization of water is still far 
from complete, and that improved techniques of agriculture are still the excep- 
tion rather than the rule, °° it is safe to conclude that actual yield improvements 
represent merely a fraction of the potential benefits obtainable from irrigation. 
In this connection, it is of interest to note that the reported extraordinary rapid 
increases of 60 to 90 percent in one year in the harvest for a continent the size 
of China are attributed (by Professor Rene Dumont, United Nations Technical 
Expert in India) to irrigation as the decisive factor and the use of natural and 
organic manures rather than chemical fertilizers as the secondary contributing 
factor, °4 The fact remains that India has so far not been able to make any 
rapid progress in agricultural output even when and where additional water was 


available for irrigation, 


F, Effects of Irrigation on the Size of Holdings and Number of Farm Units 





What is the effect of irrigation upon the structure of land ownership and 
tenancy? What is likely to happen to the average size of holdings and to the 
number of farm units? It is difficult to formulate unequivocal answers to these 
important questions. As far as the relative size of holdings is concerned, the 
available statistical evidence seems to support the conclusion that the average 
size of farms is likely to increase, and correspondingly, the number of farm 
units to decline, In other words, irrigated farming may ultimately lead to a 
consolidation of holdings. Gadgil's investigation, which was undertaken more 
than 20 years after irrigation was first introduced in the Pravara and Godavari 
irrigation project, showed that the average size of the 193 irrigated farms was 
nearly 40 acres and above the average of 33 acres in the control group of the 
198 dry farms. But these findings may simply reflect the fact that the smaller 
units found it more difficult initially to convert to irrigation farming. Probably 
this is the reason why Gadgil merely advanced the negative thesis that the num- 


ber of farm units do not seem to increase with irrigation, 39 





See Krishnamurthi, op. 


The Economic Weekly, Bombay, January 17, 1959, . 60-61, 





Gadgil, op. 
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A general tendency of the average size of irrigated farms to increase 
(and the number of farms to decline) could be inferred from data showing the 
relative profits and losses per irrigated acre held, classified according to size 
groups, The limitations of such calculations stem from the familiar necessity 
of imputing costs to the smaller size groups which work more with non- 
contractual family labor and less with contractually hired labor, To charge the 
smaller sized farm with the opportunity wages available on adjoining tracts-- 
which may be correct statistical procedure--may have the effect of overstating 
their input costs. At the same time the proportion of total output devoted to the 
meeting of the minimum requirements for family needs and fodder for livestock 
is greater on smaller farms than on the larger farms, which once more makes 
it necessary to impute output values and opens the way to overstating the losses 
on the former, Nevertheless, the fact remains that the larger the size of the 
farm the greater the proportion of land devoted to the more remunerative cash 
crops (such as cotton, wheat, sugar cane, rice), and this must account for 
their greater profitability. Detailed cost accounting samples showing profits 
and losses per irrigated acre of land classified by size groups in the Punjab 
support the conclusion that returns per acre exceed costs per acre only for 
farms of 50 acres or more, and that losses per irrigated acre held decline as 
the size of the farms increase, 26 If these data are representative of the rela- 
tive cost and return situation for different holding size groups they would seem 
to point to the conclusion that in order to be profitable irrigated farming re- 
quires larger holdings and ultimately tends toward the consolidation of smaller 
holdings. 


Experiences in Montana indicate that high irrigation costs on smaller 
size holdings may lead to bankruptcy and to a subsequent consolidation of hold- 
ings, The average size of irrigated farms in Montana increased from 125 acres 
in 1919 to 223 acres in 1935, The avergge size of farms owned increased from 


82 acrez in 1919 to 157 acres in 1934, These data would lend support to those 





The following table summarizes the results of a cost accounting sample 
survey of the Amritsar and Ferozepur Districts in the Punjab (quoted 
from Studies in Farm Management in the Punjab 1954-1955, op, cit., 
p. 63): 





Table 3, Input, Output and Profit and Loss per Irrigated 
Acre held, by Size Group, 1954-1955 








Holding Size Groups Input Output Profit or Loss 
(Acres) Rs, Rs. Rs, 





0- 5 228 173 
5-10 208 184 
10-20 184 181 
20-50 178 176 
50 and above 141 147 


ye P, L, Slagsvold, An Analysis of Agriculture on the Valier Irrigation 
Project, Montana State College Bulletin No, 330, Bozeman, Montana, 
December 1936, p. 25. 
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who argue in favor of larger farm holdings in order to stabilize farm practices 
at a higher level of productivity and efficiency, The social effects of a trend 

toward larger holdings in India would be an increase in the number of landless 
workers who would have to seek employment either on the larger farms or in 


urban industries. In short, as in the case of other investments, the ultimate 


benefits of the irrigation component of river valley projects may be distributed 


rather unevenly and may give rise to far-reaching social dislocations for great 
masses of cultivators and village inhabitants. 


H, Other Direct Effect 


There are other important direct effects of irrigation which are fre- 
quently overlooked in discussions of the overall effects of irrigation, Their 
full significance can be understood only in the light of the fact that there are 
areas in India where shortages of water are regular occurrences during the dry 
season, The water table in these regions may be as low as 300 feet below the 
ground, Shortages of water threaten people and animals alike, Indeed, without 
an adequate supply of water the raising of cattle may be out of the question, In 
some areas and years the situation may become ute that whole villages 
and communities must resor rationing the available water or must fetch 
water from sources several miles away, In Northern Rajasthan water is said 


to be so brakish that people go a distance of 40 to 50 miles (sic!) for getting 
drinking water. 38 Irrigation projects prevent calamaties of this sort by making 
available an assured supp! f wat for drinking and cattle farming throughout 
the year, By raising the gr r level even in the non-project area, the 
have the further effect cing the costs of well-digging and thereby make 
possible to extend the ar inder cultivation in zones that are not directly in 
area of the project. These benefits of irrigation are typically of the naturs 
social utilities which have the tendency of diffusing themselves am 

people within a particular re 1. The fact that they are social utilities in this 
sense does not make the in an ense less real and less important than the 


benefits which can be appropriated individua 


iusion 
Admittedly the foregoing account is an incomplet ture of the t 
percussions of river valley projects in underdeveloped intri As we 
cated from the very outset, we were not concerned here with the indirect 
secondary effects which the chartge in the structure f farm production an 
transition to cash crops may have on the structure of pro n and 
in the surrounding are: Nor have we paid atter 
which the lift to crops may have upon the 
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While it is possible to indicate the general direction of the economic 
hanges which a perennial supply of water might bring about in an area formerly 
iependent upon an inadqquate and uneven supply of rainfall, a complete and de- 
tailed ex ante forecast of the repercussions of a given project is not possible, 


In the first place, there is the fact that each project and each region has 

its unique physical characteristics. Topography, soil conditions, water table, 

imate, stream flow, population density, and the amount of unutilized land are 
ikely to differ from region to region, A densely populated area like the Punjab 

show different effects as compared with the impact of irrigation in a 

parsely populated area like the region around the newly planned Rajasthan 
Canal, Obviously these difficulties are not unsurmountable. Regional surveys 
f the physical characteristics of a given area with particular emphasis on 
their significance for the irrigation and production potential of the area can 
throw considerable light in these questions, This is precisely the objective of 
the engineering surveys which are usually carried out prior to the selection of 
alternative sites for river valley projects, In this connection, one could per- 
haps hope for a closer cooperation between engineers, agronomists, and soil 
experts--not to mention the malaria expert. 


But even if we had all the relevant data on the physical potentialities of a 
given region, there would still be a second uncertainty: namely, the fact that 
the effects of an irrigation project, especially in an underdeveloped area, depend 
also upon the responses of the rural population to the opportunities offered by 
the new productive factor. Will farmers be willing and able to make the neces- 
sary subsidiary investments called for by the new technique of farming? How 
will different sections of society respond to the additional output and income? 

iltivators work more, or will they work less? Questions of this sort can 
inswered only by persons thoroughly familiar with the typical response pat- 
of the rural population in the different parts of India and the reasons why 
se responses have not always lived up to expectations, Sociologists, antrro- 
ogists, agricultural extension workers, and irrigation administrators may 
ve to be called upon to fill this gap in our knowledge, in order to enable us to 
anticipate correctly the effects of a perennial supply ef water. It goes without 
saying that knowledge of the response (or lack of response) to the new technique 
would enable the planning authorities to provide the administrative organization 
designed to secure the necessary adaptations and acceptance of the innovations 


(e.g., new inputs, tools, fertilizers, improved seeds, etc.). 


This brings us to a third reason why the effects of the irrigation com- 
ponent of river valley projects are not simply a function of the available water 
and land resources, As the experience of India indicates, these effects depend 
also upon the economic and administrative policies pursued by the government 


authorities. A policy of relative laisser-faire will give rise to different re- 


sults than a policy of deliberate planning and appropriate administrative 
rneasures that are called for by irrigated farming, There are strong reasons 
to believe that in addition to an ingrained inertia and the widespread inclination 
to gamble in rain, inadequate planning of the distributaries and the tendency of 
charging high water rates in an effort to recoup the initial outlays is a relatively 
short time have acted as obstacles to a speedy transition to irrigation farming. 
In other words, here again the effects of irrigation will depend upon variables 
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which cannot easily be anticipated, However, the practical implications are 
clear. The job of the planning and irrigation authority is not finished with the 
completion of the dam and the storage of water, In order to assure the speedy 
utilization of the new capital investment and through it the maximum economic 
advancement of the region, it is necessary for the planning authorities to see 
to it that the strategic processes described in this article get under way witha 
minimum of delay, with a view toward setting into motion a cumulative process 
of economic development in the region, 


Fourth, the full effects of any component of a multipurpose project de- 
pend also upon the interaction of the effects of any single purpose with those of 
all the other components. For instance, the availability of electricity may make 
it possible to supply the region with supplementary lift irrigation by electrically 
driven pumps and may provide a convenient and flexible source of power for vil- 
lage (cottage) as well as urban industries engaged in the processing and trans- 
formation of the agricultural raw materials. In short, the overall effects of 
any truly multipurpose project depend upon the effective coordination of the 
several components of the project, Finally, it stands to reason that the stimu- 
lating impact of any project depends upon the magnitude of its expansionary ef- 
fects, as compared with the stagnation effects which have kept the region in a 
backward stage in the past, 


It will be argued that without a detailed and precise forecast of the ef- 
fects of a given river valley project it is impossible to arrive at a rational judg- 
ment of the relative worthwhileness of alternative investment projects. Indeed 
the question may be raised whether heavy capital investments absorbed by river 
valley projects in underdeveloped areas may not yield higher returns if allocated 
to such alternative uses as the improvement of agricultural techniques, better 
farm management, farm credit, farm marketing, and the extension of domestic 
and foreign markets. If we had the unequivocal answers to questions of this 
sort, the process of economic planning and resource allocation could be con- 
siderably simplified, Unfortunately, we are still far from the point where ans- 
wers to questions of this kind could be advanced with any degree of certainty. 
The difficulty is not only that the total effects of irrigation are not known, but 
that the effects of the alternative investments cannot be easily estimated, 
either, with the precision that would be desirable, There is no scarcity of in- 
vestment outlets in a country like India, and it is doubtless important to consider 
these alternative outlets. But what are and how can we compare the actual ef- 
fects of investments in improvement in agricultural technology and farm manage - 
ment in a country like India? There is doubtless great need for an improved 
farm credit system that could take the place of the present system of moneylend- 
ing at heavy interest rates. But what are the political chances for such reforms, 
and how will they be received? What are the probable returns of investments in 
agricultural extension, farm marketing, and perhaps a policy of guaranteed 
prices for specific crops? The same uncertainty surrounds investments in rural 
education, improved communications, and an effective campaign in favor of birth 
control in villages. While it is relevant to keep in mind that there are many ways 
of increasing the supply of food, it would be a fallacy to believe that we possess 
the knowledge of the actual effects and benefits of alternative measures with any 
higher degree of precision and certainty than is the case with reference to the 
effects of river valley projects, In fact, many of these alternative investments 
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are of the nature of social returns and external economies which tend to diffuse 
themselves throughout society, Furthermore, in a country like India with an 
inadequate and uneven rainfall and a rapidly increasing population in virtually 
all rural areas, neither improvement of farm techniques and farm management, 
nor concentration of production in a few surplus areas with comparative ad- 
vantages (in terms of farming costs), would remove the obstacles which recur- 
rent food shortages place in the way of economic growth and development, For 
even improvements of farm techniques could not overcome the cultivators' de- 
pendence upon an assured supply of water; and the concentration and intensifi- 
cation of farm production in a few areas with comparative (farm) cost advan- 
tages would still leave the shortage areas unsupplied, because the available 
overtaxed transportation system would not be able to handle the additional 
traffic. That is to say, the problem of food shortages could find a solution 

ynly at heavy additional social expenditures for transportation, which are 
isually left out of account by the critics of those who advocate long-run invest- 
ments in regionally distributed river valley projects with admittedly long 
gestation periods but also a high degree of stability as to their capacity to pro- 
vide a dependable supply of water throughout the year or the growing season, 


Finally, it must be remembered that irrigation is only one of several 
components of most multipurpose projects, and that such projects are usually 
part of a general development plan, To judge the irrigation component in isola- 
tion, i.e., in terms of benefit-cost ratios, instead of within the context of the 
specific and the general social goals pursued with each of the components, is 
arbitrary and self-defeating, This is not the place to go into a detailed discus- 
sion of the variety of purposes and social goals of river valley projects. Suffice 
it to say that the economist qua economist disposes of no knowledge which enables 
him to reject a priori any of the social goals usually pursued by river valley 
projects, To apply the yardstick of the market to these goals is merely to 
repeat what we already know, namely, that the market has the tendency to ne- 
glect the long-term social benefits and to concentrate production in a few areas 
to the exclusion of others. If these other areas are nevertheless densely popu- 
lated (as they are in India), if coal deposits are concentrated in one or two re- 
gions, and if the transportation system and the development of other overhead 
capital equipment has long been neglected (as in India), the goal of regional 
development by providing an assured supply of water for irrigation and electricity 
for cottage as well as urban processing and manufacturing industries cannot be 
rejected as unreasonable, The criteria of judging the reasonableness and worth- 
whileness of such investments can be found only in terms of a comprehensive and 
informed theory of cumulative growth, which will have to be based upon the sub- 
stantive knowledge of the actual, i.e., physical production relationship and out- 
puts which can be set in motion by the new capital investment. 
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proposals, which are the culmination of a series of similar recommendations 
and practical experiments rather than radical departures from precedent, may 
be epitomized as follows: 


Since a sound public administration is a vital prerequisite in any proc- 
ess of economic progress of underdeveloped areas, and considering that the 


size and quality of an administration are essentially determined by its human 
components, it follows that countries lacking an adequate number of trained 
public officials--and this is the prevailing condition in these countries, espe- 
cially in the new states--will have their development seriously impaired, 
especially during the crucial "take-off" period, unless they can secure person- 


nel from outside, For this they ought to be able to draw freely upon a pool of 
highly competent and understanding administrators recruited on an international 
basis and endowed with influence and authority to implement their own recom- 
mendations, pending the gradual! training of national officials capable of re- 
placing them in advantageous conditions, The gist of the plan resides in the 
fact that, whereas it aims at a maximum of integration of the foreign adminis- 
trators within the framework of the governments they are to serve, they would 
retain their international status, 


One cannot but concur in Mr. Hammarskjold's bold approach to the 
problem of administration for development, In the light of earlier statements, 
however, and with the support of empirical evidence, one may question the 
practical feasibility of the plan, particularly with reference to the sensitive 
areas of governmental policy making, 


Il, Evolution of the Concept 





While it would be difficult to find any instance quite coincident with the 
Secretary-General's proposals, there are examples to which they can be traced 
back: in the 19th century, under the Capitulations regime in the Ottoman Empire, 
there were European public officials handling much of the administration in the 
Levant, as well as in the Far East, while similar functionaries were to be found 
in other parts of the world (Persia, Ethiopia, Central America); more recently, 
the Italian organizzatori in Aibania provide another illustration of bilateral ar- 
rangements, Under the sponsorship of international organizations, one may per- 
haps count the Commissioners in charge of the League of Nations' reconstruction 
loans, and certain UNRRA missions, 


Within the general framework of technical assistance as evolved by the 
United Nations, attention has for some time been focussed on the adjective as- 
pects of public administration--such as budgeting, finance, personnel manage- 
ment, organization and methods, procurement, documentation, etc, --which are 
instrumental to the smooth functioning of government operations as a whole, and 
therefore essential for the implementation of policy in the substantive fields, 
and especially with regard to comprehensive development plans, which present 
particular problems, The UN Technical Assistance Administration (UNTAA), in 
response to the urgent need, felt by most underdeveloped countries, for suffi- 
cient numbers of administrative personnel, at the highest and intermediate levels 
of hierarchy, competent enough to man proficiently the cumbersome machinery 
of state, found a pioneering solution: the transplantation of foreign experts to be 
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the implementation of an appreciable proportion of their advice, including ad- 
inistrative reforms and the drafting of legislation to establish a permanent 


service, 


Of this whole venture, it is important to remember that the foreign ex- 
perts, though recruited by the United Nations and having their Bolivian civil 
service salaries supplemented by the international organization, were in fact 
answerable solely to the Bolivian government. This experiment was a short- 
ived one; and although Mr. Trygve Lie, while Secretary-General of the United 
Nations, hoped that it would be watched throughout the world by Governments 


ia 3 
where similar conditions exist, 


it was never quite repeated in actual practice, 


There are a few other instances of officials recruited by or through the 


United Nations and in the actual employment of national administrations: Libya 
is such a case, * and other instances are reported to have occurred in Afghanis- 


tan, ° Indonesia, © and elsewhere. 


Theoretical Proposals 





Mr. Hammarskjold acknowledged the contribution made to his own pro- 
posals by previous suggestions of prominent statesmen such as Mr, Lester 
Pearson, Canadian Secretary of State for External Affairs, ‘ and Mr, Christiar 


Pineau, French Minister of Foreign Affairs, ® Although he did not quote them 





TAA Bulletin, op. cit., p. 


Cf, F, J. Tickner, The Improvement of Public Administration’, United 
Nations Review, Sept. 1955, p. 50; A, N, Lockwood, "Libya--Building a 


Desert Economy", International Conciliation, No, 512, March 1957, pp. 
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Quoted by P, G, Franck, "Technical Assistance through the United 

Nations--the U.N, Mission in Afghanistan, 1950-53", in H, M. Teaf, Jr. 
and P, G, Franck, eds., Hands across Frontiers--Case Studies in Tech- 


a 


nical Co-operation, Ithaca, N, ¥., 1955, pp. 21, 33, 38. 








Cf, B, Higgims, Indonesia's Economic Stabilization and Development, 
New York, 1957, pp. 40-47. A pattern similar to the Indonesian one is 
reported to obtain in Burma (private communication from Prof, Everett 
Hagen, of the MIT Center for International Studies), 





Address to the Canadian Red Cross Society, Toronto, Branch, 12 March 
1956. Cf. Canada, Department of External Affairs, Information Division, 
Statements and Speeches No, 56/6, "New Aspects of International Compe- 


tition", Ottawa. 


Plan presented to the NATO Council, 4 May 1956. Cf, Ambassade de 
France, Service de Presse et d'Information, French Affairs No, 3 
"French Government Proposes Creation of an Agency for World Economic 


‘ , 
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Development”, New York, 1956, 








52 INTERNATIONAL ADMINISTRATIVE SERVICE 


explicitly, his proposals partially derive from, among others, Mr. V. K, R, V. 
Rao's motion at the sixtieth meeting (March 1949) of the ECOSOC Sub-Com- 
mittee on Economic Development, of which he was Chairman, for an "United 
Nations Economic Development Agency'".9 All these schemes, and likewise a 
recent General Assembly resolution {1219 (xII)], are chiefly concerned with 

the modes of financing of economic development plans, but also contain some 
allusion to international personnel for the implementation of these plans, Mr. 
Pearson, in particular, called for an expansion and increased internationaliza- 
tion of present arrangements for the provision of technical and scientific experts 
for service in materially underdeveloped areas; he raised the question, "Why 
should we not consider establishing an International Professional and Technical 
Civil Service under the United Nations, with experts specially trained for work 
in these underdeveloped areas?’ Om. Pineau, in turn, recalled the considerable 
role to be played by technical assistance in his scheme for an Agency for World 
Economic Development, 


These, however, are statements relating to the general necessity for 
technical assistance, As regards assistance for the building up of an adequate 
establishment, or adjective administration, as early as 1951 there were pro- 
posals in consonance with the Secretary-General's of 1956. Ina report entitled 
Standards and Techniques of Public Administration, the Special Committee on 
Public Administration Problems, after stating that: 





In practically every attempt to solve technical and economic problems, 
there are a number of fundamental requirements of an administrative 
nature, requirements of organisation, staff, budget, planning and pro- 


cedure, 
went on to assert tha: 


When working on a project such as the actual installation of a series of 
reforms in revenue administration, the UN expert works in a capacity 
which, although essentially advisory, is not unlike that of a civil 
servant of the host State, a duality which, especially in technical as- 
sistance projects dealing with government and public administration, 
is delicate in theory but quite workable in practice. 








And a little farther: 


In the case of,,, administrative projects it may be necessary for (the 
visiting experts) to take on the character, for the time being, of a civil 
servant of the nation to which they are assigned, while remaining on the 








Cf. V.K.R.V. Rao, "An International Development Authority", India 
Quarterly, July-Sept. 1952, pp. 237-269. 


Vide quoted speech, p. 7. 
On, 62... p. 4 


Ibid,, p. 36 (Italics added), 
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international panel of experts, 13 


In view of the scarcity of experts, the committee suggested that UNTAA consider 
the desirability of building up, 


... however gradually, a small and carefully selected panel of specialists 
in public administration, The panel would consist in the first instance of 
a nucleus of international experts retained on a full-time basis and sub- 
ject to assignments in the field at any time, supplemented by a reserve of 
expert personnel from various governmental or non-governmental serv- 
ices, available from assignment from time to time. 1 


The Bolivian venture was mainly based on this idea--indeed, the Special 
Committee and the Bolivian Mission had in common several members who were 
enthusiastic proponents of the "executive and operational" approach to’ technical 
assistance, subsequently supported in other quarters, I Early in 1953, Prof, 
Georges Langrod already emphasized the desireability of the establishment of 
nuclei of international experts, composed of both professional officials and spe- 
cialists recruited casu ad casum for temporary assignments. !® Since July 1, 
1956, a step in this direction has been made by the adoption of program appoint- 
ments for a small number of highly qualified and versatile UNTAA experts, for 
whom the United Nations and specialized agencies engaged in technical assistance 
activities have a continuing demand, These appointments, still available only to 
a small quota of the total number of experts employed by the participating organi- 
zations, normally expire when the holder reaches the age of sixty; for all practi- 
cal effects, the status of an expert so designated is comparable to that of an 
ordinary United Nations functionary, It is clear that an expansion of this central 
core of permanent officials would permit the achievement of greater continuity in 
the administration of technical assistance projects; it may even, to some extent, 
contribute to the success of Mr, Hammarskjold's idea of an interntaional adminis- 
trative service, 


Another recent original proposal which, surprisingly enough, attracted 
little attention in interested circles, is that contained in a report prepared for 
the US Senate by the Center for International Studies of the Massachusetts Insti- 
tute of Technology, 17 This scheme calls for the establishment of an "Internation- 





Ibid., p. 37 (idem). 
Ibid., p. 38. 


Vide, e.g., S.P. Hayes, Jr., An Appraisal of Point Four", Proceed- 
ings of the Academy of Political Science, May 1953, pp. 304-305, Mr, 
Hayes proposed the creation, within the United States foreign aid program, 
of a "Foreign Technical Service Corps", a career service specifically 
trained for the rendering of technical assistance abroad, 





G. Langrod, "L'Expert dans |l'Assistance Technique", in Revue He llenique 
de Droit International (Athens-Paris), 1953, pp. 45-47. The author is much 
indebted to Prof, Albert Lepawsky of the University of California (Los 
Angeles) for illuminating comments on this point and on other aspects of 
the question, 








"The objectives of United States Economic Assistance Programs”, a 
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al Development Advisory Council" (IDAC), designed to provide bilateral aid 
within a multilateral framework, according to a pattern somewhat reminiscent 
of the Colombo Plan, While the Senate staff study outlines in broad brush- 
strokes the consultative structure of the proposed organization for the exchange 
of bilateral eoonomic aid (again, resembling M,. Pineau's plan), reference is 
made to "an international staff of technicians with prestige and capacity to serve 
as a technical clearing-house and to give advice of various sorts", 18 No attempt 
is made to exceed the advisory functions of the expert personnel to be so pro- 
vided; however, the report also contains the following significant passage: 


...LThe consultative organi ation] might also, on request from under- 


developed countries, recommend economists or other technicians to 
serve as resident advisers to be paid by and directly responsible to the 
officials of the under-developed country, The effectiveness of such ad- 
visers, when they have demonstrated that they owe no obligation of 
loyalty except to the countries employing them and to their professional 
consciences, has been demonstrated in several countries. 


Indeed, evidence seems to lead to the above conclusion, The drafter of that 
passage of the report, Prof. Everett Hagen of MIT, relied on his own substan- 
tial experience as economic adviser to the government of Burma, and on that 
of his colleagues, including Prof. Higgins, who reached similar conclusions 
as applied to Indonesia, 19 The underlying assumptions that found their expres- 
sion in the IDAC plan are of a psychological nature, to wit: the problem of 
maximizing the acceptability of the organization to the governments of less de- 
veloped countries, so as to warrant the establishment of objective criteria for 
the evaluation of development programmes. While the IDAC scheme features 
some characteristics closely paralleling those of the one currently sponsored 
by the United Nations, no action has yet been taken on it. 


Ill The "International Administrative Service" 





Several criteria may be adopted for a rather detailed critical analysis 
of the Secretary-General's plan, Since Mr. Hammarskjold's recommendations 
contain over thirty specific elements worthy of careful scrutiny, and in order 
to avoid undue technical complexities, the method adopted here is that of ex- 
amining the relevant issues as they presumably present themselves to the view- 
point of the host countries; the administrators concerned; and the United 
Nations, It should be understood, however, that this is but a conventional 
methodological device. 





Study for the Special Committee to Study the Foreign Aid Program, US 
Senate, 85th Congress, lst session, Staff Study No. 1, Washington, 
C.C., 1957, pp. 52-54. 


Ibid., p. 


Cf. Higgins, Indonesia's Economic Stabilization and Development, op. 
cit., p. 47. Also information obtained orally from Prof, Hagen, 
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Standpoint of the Host Countries 





1, Political implications --The whole concept of international techni- 
Inasmuch as the 





cal assistance is pervaded with political implications. 
yuntries most needy of such assistance are primarily those new states so 
recently emerged from what they rather indiscriminately term "colonialist 
and, as a result, suffer from an exacerbation of political sensi- 
tivities at the national level, this does not by any means facilitate the task of 
international organizations aiming at universal social welfare. Yet, for the 
same reason, only the United Nations, with its stated neutral position, can al- 
eviate the growth pains of these new communities crowding the international 
regional endeavours to that effect ought not to be ne- 


oppre sion", 


ene; nevertheless, 


giected, 


Depending on the particular circumstances surrounding their previous 
ylonial status, underdeveloped countries have, to varying degrees, been able 
to ‘evolve more or less elaborate administrative structures; but in the over- 
whelming majority of cases, they have not had the time nor the resources for 
the erection, since independence, even of a rudimentary administrative appara- 
tus, a prerequisite for which is, of necessity, a subjacent tradition of public 
service, 20 and indeed, the existence of a social stratum from which to recruit 
»lements for the civil service; for all administration ultimately consists of 
human beings and their interaction, It is recognized, however, that in order 
to bridge the ever-widening gap between materially advanced and backward 
the latter must undergo a radical and accelerated process of eco- 
This has already happened in the past, and the outstand- 
Turkey, testify to its 


countries 
nomic development, 
ing examples of Russia, Japan, and, to a lesser extent, 
viability. The whole philosophy of technical assistance is predicted upg in- 
digenous government responsibility for economic and social programs, é 


*, any development scheme must be channelled 


Since, as stated earlier 
international technical assistance should be di- 


through public administration, 
first and foremost, to the improvement of administrative services, 
This, however, is a lengthy and gradual process (estimated by the Secretary- 
General as lasting a generation), ““ whereas the glaring shortcomings of under- 
developed countries require prompt and effective remedies, It is even argued 


rec ted, 





For a grim description of such conditions, cf. C. L. Hunt, "Cultural 
Barriers to Point Four", The Antioch Review, June 1954: "The picture 
is usually one of a government in which graft is endemic at the bottom 
"etc. For an example in the same vein, 





and a major malady at the top 
cf. B, F. Hoselitz, "Problems of Adapting and Communicating Modern 
Techniques to Less-Developed Areas", this journal, Jan, 1954, p. 265, 
Cf. Report of the UN Technical Assistance Board (TAB), "The Expanded 
Programme of Technical Assistance--A Forward Look", 11 May 1956 
(Doc, E/2885 - E/ TAC/49), p. 45. 





Cf. Press Release SG/668, p. 9. 
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that in such cases a special brand of administrative framework, specifically 
aimed at the realization of development plans, must be employed; while the 
ground lines for administrative activity remain constant, the set of problems 


, 2 
they present is of a particular nature. <9 


Mr. Hammarskjold's imaginative blueprint seeks to supplement the 
dearth of native officials that can be entrusted with such programs by grafting 
into these incipient administrations experienced foreign functionaries, re- 

"uited on a basis of wide geographic distribution through the United Nations, 
but responsible solely to the governments concerned. The Secretary-General 
supported this recommendation with claims that such aid was eagerly sought by 
these governments and was certain to evoke a warm response. Yet the idea 
attracted relatively little notice in the General Assembly; the ephemeral Boliv- 
ian experiment surely could not be regarded as an unmitigated success in every 
respect. In fact, not a few governments of less developed countries might be 
reticent in overcoming internal legal difficulties that would present the employ- 
ment of alien personnel. Comments by governments having been requested by 
the Economic and Social Resolution 661 (XXIV) of July 30, 1957, 24 57 replies 
were received of which 47 expressed general agreement with the principle 





Cf., inter alia, B. Silva, Assist@ncia Técnica em Administracao Piblica 
7 —- Egy 7 ey 4, - — Ps - 7 > 

(Cad. de Adm, Publ. No. , Rio de Janeiro: E. B.A. P., Fund&cfo 

ae ‘ oie a : * . 

Getulio Vargas, 1954), pp. 28 (apud H, W. Singer); R. de O, Campos, 


; . A : — 1 
Planejamento do Desenvolvimento Economico de Paises Subdesenvolvidos 








(Cad. de Adm. Pibl. No. 2), idem, pp. 38-39; H. W. Singer, “Obstacles 
to Economic Development", Social Research, April 1953, pp. 21-27; J. 
Peyraga, '' Les Implications politiques des programmes de développement 
', Annales Juridiques, politiques, économiques et sociales 
116-121, 132-140 (1956); D. Levy, “Les conditions politiques 


, 








veuvre des programmes de développement ibid., loc. cit., 


1, cf. 19 May, 1958. Since then, other replies were re- 

V by July 4, 1958 (cf. E/TAC/L. 162, 8 July 1958, Statement by the 
Director-General of TAA to TAC, 26th session of ECOSOC, p. 21), 55 
governments had agreed in principle; one approved but desired limita- 
tions which would make it impracticable; and 16 spontaneously stated 
their intention of seeking such assistance. It should be noted, however, 
that the draft resolution presented to TAC with a view to the establishment 
of an IAS (E/ TAC/L. 160, of 3 July 1958) was sponsored by seven countries 
of which only one (Sweden) belongs to the materially advanced group. Still, 
the response of the UN (with 81 members at the time) was not overshelm- 
ingly favorable; moreover, as a result of discussions held with the special- 
ized agencies, it was established that no action would be taken by the UN 
without previous consultation and agreement, whenever requests fell with- 
in their sphere of competence (cf. E/TAC/L.162/Corr. 1, of 9 July 1958). 
Since it is anticipated that, aside from adjective administration, IAS mem- 

would engage "in operational duties in posts of an industrial, trans- 


welfare, financial or even mechanical character" (ibid. ), it is fore- 


= , 
seeable tl irisdictional conflicts may arise among some of the specialized 


agencies, and cause squabbles of the kind that so negatively affect the 
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member states indicated a positive interest in re- 
assistance of the type envisaged, and some specific requests for 
were formulated The executive heads of five specialized agen- 
ies also gave their general suppor the scheme in principle, but others 


, fie sir ar . wi scree 
qualified their approval in varying degree 


The other examp!] entioned earlier reveal the reluctance on the 
f governments to , aliens within their administrative structures, 


+} 


ial this m prove to be, This is especially true of coun 
ined some intermediate level of development. Nor should 
cause undue surprise; indeed, the formulation of develop- 
id their translation into terms of concrete affects are adminis 
so thoroughly permeated with politics, and of such para- 
strategic importance for the future progress of any states, that some 
ssitation would be more than justified in empowering foreigners, whether 
"neutralized" by United Nations sponsorship, with the making of deci- 
mn fundamental issues. During recent debates in the United Nations, 
the proposed International Administrative Service was even denounced as a 
potential channel of ''neo-imperialism''--clearly, a complete distortion of 
tne tr 1, but a confirmation of exacerbated political sensitivities; indeed, 
the whole idea of entrusting agents of an international organization with 
executive powers within a member state frontally collides with the basi: 
postulate of technical assistance, viz., non-intervention in the internal 
affairs of the country. Such inte: vention is not eliminated by the fact that 
the state itself requested it, per laps after some suitable prodding On the 
other hand, while it is unlikely that governments will permit aliens offi- 
cially to rule their governmental apparatus, this does not necessarily apply 
¢ 


to substantive and less vulnerable fields of state activity, such as food and 


agriculture, health, education, an he like, where such external coopera- 


tion might be welcomed. 


Nor, again, is the reluctance referred to mere speculation; for in- 
stance, now that the Soviet bloc has been actively participating in multilateral 
technical assistance programs, and given the requirement for wide geo- 
graphic distribution in the recruitment of administrators, one may wonder to 
- 


what extent a civil servant of a totalitarian state will cease his allegiance to 





o-economic work of the UN system (now enlarged with the inclu- 
in EPTA of the International Atomic Energy Agency--IAEA) 

In its draft report (E/TAC/L. 165, of 11 July 1958 and Rev. 1, 
of 14 July), TAC 1 transmitted to ECOSOC the text of the draft reso- 
lution (voted in TAC 19 for XO against, with 4 abstentions). In Doc 
E/3134/Add. 1, the financial implications of an experimental inter- 


national administrative service of 20-30 operational and executive 


agents for 1959 (about the possibility of whose recruitment several 
(Cf 


delegations felt misgivings) were estimated at about $250, 000 ; 
also E /3159, of i5 July 195 pp. 3-4, Report of TAC. ) In ECOSOC 
Resol. 681 (XXVI), of/16 July 1 


IAS should be established "without an increase in administrative 


958, it was provided, however, that 


' 


costs"; one may well wonder how this is to be achieved 
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that state only because he has been employed, with the benediction of an inter- 
national organization, by the government of an underdeveloped country; it is 
even questionable how far the organization can realistically go in demanding 
rigid impartiality from a functionary statutorily bound to permanent loyalty 
towards his government and regime. One may retort by saying that no govern- 
ment is obliged to receive foreign experts it finds undesirable. This is of 
course quite true, but, either due to a magnified sense of admiration for signifi- 
cant technological achievements of, say, Russia, or by virtue of internal po- 
litical manipulations, a state may find itself burdened with an encroachment of 
technically helpful but politically distasteful personnel, in practice endowed 
with wide authority--absent in the case of consultants. If freedom, this most 
cherished chimera of rising nationalities, is indeed the ''God-given right to 
make mistakes", the general interest commands that this right be not abused 

by underdeveloped and over-nationalistic new countries, A concrete demonstra- 
tion of this is supplied by the fact that the guiding criteria for the provision of 
technical assistance in the form of executive administrators are, as they should 
be, the basic needs of governments, No mention is made, however, of the 
body or person upon whom is incumbent the evaluation of these needs, In view 
of the fact that some governments have in the past requested--and, on account 
of political factors, obtained--assistance for projects quite unrelated to their 
crucial economic needs (in particular, such obnoxious tastes have been catered 
for by the countries belonging to the Soviet bloc, e.g., the construction of a 
sports stadium in Rangoon), one may well ask whether the United Nations con- 
templates an evaluation of country requests by the strictly rational methods 

that have brought some unfavorable criticism on the World Bank, or whether 

the present procedures of UNTAA are to be continued; in either case, there 


‘ 


would still arise the need for advisory and surveying technical missions, 


2. The ecology of government--Assuming that the optimistic predic- 





tions enunciated by the Secretary-General as to the availability of manpower 
would come true, still the foreign administrators would fall short of the im- 
mense needs involved in a world economic recovery and progress plan, The 
whole concept of technical assistance is, in theory at least, self-extinguishing. 
If one accepts as a convenient generic definition of Administration that given by 
Marshall Dimock“”’--"Administration is a process that begins with planning and 
ends with human satisfaction"--one cannot but harbor some misgivings with re- 
gard to the capacity of foreign administrative generalists, conditioned by their 


" 2 } 
»wn “ecology of government", 26 to grasp the relevant under-currents shaping 
the societies in turmoil that people most underdeveloped countries, As a con- 


sequence, it is questionable whether the right kind of rational planning by for- 
eigners can bring about the satisfaction desired. Professor Appleby, among 
others, accentuates how crucial it is for superior public administration to 


“understand the country”. 


27 





Cf. New Developments in Public Administration, Ankara, 19! 





rhe expression was coined by Prof, J. M. Gaus. Vide his Refle ti 


on Public Administration, Birmingham, Ala,, 1947, p, 128. 





P, H. Appleby, Policy and Administration, Birmingham, Ala., 
pp. 49-50, 
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Bureaucracies as institutions reflect the background of their own cul- 
tures, and they are indeed the exciteable parts in the anatomy of underdevelop- 
ment; adaptation to an administrative environment is a highly time-consuming 
procedure, 28 demanding not only an alert and observant mind, but also a socio- 
anthropological, sympathetic comprehension of local circumstances, The 
author does not, however, mean to imply that a relative failure to do so would 
constitute an unassailable cultural barrier, since in this area individual person- 
alities can be brought to bear advantageously, Pending the assimilation of the 
determining factors in the ecology, precious time may be lost while the gap 
steadily widens; this time-lag may be somewhat reduced in the case of mere 
consultants, whose advice, prior to execution, is screened by the assumed po- 
litical wisdom of indigenous leaders. It is possible that the responsibility for 
the effective exercise of an appreciable measure of discretionary authority by 
an imported administrator would weigh so heavily on his every move that he 
would tend to become over-cautious in an effort to dodge the pitfalls of his un- 
familiarity with local conditions; again, it is recognized that this might be 
exaggerated insofar as substantive fields of administration are concerned, and 
where technical factors are relatively similar regardless of the ecological en- 
vironment, Besides, the conservatism inherent to a career administrative 
corps, or class, such as would be established at the United Nations through an 


assignment system comparable to that of foreign services, is hardly compatible 


with the energetic initiative often required by the programming of economic 
development, 


B. Standpoint of the Administrators 





1, As to their governments --The initial difficulty facing the potential 
candidates for the international administrative service concerns their relation- 
ship with their own governments, The Secretary-General's plan makes no 





reference to personnel other than public functionaries, either active or retired 
--except international civil servants, members of the United Nations Secretariat 
and of the regular permanent staff of the specialized agencies; stress is laid, in 
upon the fact that the selected officials ought to be high-ranking, 
experienced, and versatile enough to assure a competent handling of a variety 
of administrative situations. If wide geographic distribution", that bugaboo of 
international administration, is to be observed, the establishment of the service 
would perforce entail further depletion of the scarce leading administrative 
talents in countries presently at an intermediate stage of development. On the 
other hand, the contact of experienced administrators with the bureaucratic 
structures abroad would perhaps contribute to a useful cross-fertilization of 


his proposals 


administrative processes, 


While Mr, Hammarskjold also refers to a possible recruitment of 





This accounts for an unusual turnover rate for field, technical assist- 
ance personnel, Cf, Louis J. Kroeger and associates, 'Personnel for 
the Mutual Security Program", Staff Study No. 2, prepared for the US 
Senate, Special Committee to Study the Foreign Aid Program, 85th 
Congr., lst Session, Washington, 1957, esp. pp. 47-48. 
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administrators at a somewhat lower level of seniority, the bulk of the personnel 
would originate from the top echelons of the administrative hierarchy. Conse- 
quently, they are likely to be of a mature age, and, while this presents a number 
of advantages, it may also, and especially in the case of retired officials (a 
significant share would possibly come from former colonial administrators), 
brirg a certain sclerotic rigidity into a system specifically meant to serve new 
setups, administrations devised for the execution of development plans, This 
point is certainly debatable; and though many of the recipient countries them- 
selves would attach more value and prestige to experienced if elderly function- 
aries, the difficulties caused by their adaptation problems to new environments 
are of such magnitude that they might offset the adyantages accruing from wide 
and prolonged experience. Moregver, one might wonder how the specified re- 
quirement of high-ranking officials can be conciliated, in the Secretary- 
General's plan, with the provision for the gradual building up of "a small expert 
corps of career administrators“? to be constituted by prolonged terms of 
assignment interspersed with tours of duty at headquarters, Clearly, within a 
human life-span, both conditions can scarcely be fulfilled simultaneously; rather, 
it would seem desirable that preference should be given to the establishment of 

a career corps of administrative consultants. Mr. Hammarskjold's idea ofa 
career force is to be welcomed, but perhaps along somewhat different lines, 
This may be adequately accomplished under present conditions, by posting 
promising young experts in public administration, possibly trained under inter- 
national auspices, to various types of technical assistance missions, in different 
ecological surroundings, and performing diverse tasks. 


Mr. Hammarskjold seeks to obviate some of the obstacles listed above by 
suggesting the creation, within national administrative structures, of temporary 
posts hors cadre for international administrators, However, since these posts 
would have to be occupied by high-ranking officials (and, what is more, "versa- 
tile generalists"), such a measure would probably meet with an appreciable 
degree of resistance on the side of governments; indeed, in view of past experi- 
ences, there are little grounds for supposing that states would voluntarily alter 
the pattern of their governmental operations for the benefit of an international 
service that would only bestow visible benefits on other states. On the contrary, 
the utmost tact and skill would have to be exercised by the United Nations in 
order to remove some of the legal and technical difficulties that, even now, by 
indirectly penalizing national officials assigned to international secretariats and 
temporary missions, restrict the supply of experts available for technical as- 
sistance duties under international auspices, 


2 As to employing governments-- 
un 





a. Functional questions--A key innovating feature of the United Nations plan is 
that foreign administrators are to be employed, not as advisers, but as ordi- 
nary members of the civil services of the governments by which they are re- 
quested. As mentioned earlier, there are precedents for this sort of arrange- 
ment; but an objective evaluation of all cases so far recorded would be at best 
inconclusive as to the positive results achieved, Besides, in every instance, 








29, Cf. Doc, E/ 3017, op. cit., p. 6. 
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there were qualifying circumstances that prevent the drawing of generalizations, 
In this writer's opinion, the arrangement is of doubtful usefulness, For one 
thing, due to the special conditions governing their service, it is but a fiction 
to pretend that foreign administrators can effectively be integrated into the pub- 
lic service of another country. Their relationship with the host government 
would be of a privileged contractual nature, and therefore very unstable, 
whereas the general relationship of civil servants vis-a-vis the state is statu- 
tory in character; the remuneration and the general terms of service of the 
foreign administration are likely to be substantially better than those of ordinary 
officials, and, although this is unavoidable, it may nevertheless cause resent- 
ment on the part of the latter--under such conditions, the Measure of coopera- 
tion that can be expected from collateral and subordinate officialdom within the 
administration concerned is precarious, 30 This did not matter so much under 
the Capitualtions regime, but it would weigh heavily in a voluntary undertaking. 
Furthermore, by working within such a framework the foreign expert auto- 
matically becomes subject to its procedures and disciplinary action, that may 
well result in the jeopardy of his reformatory zeal, His position for criticizing 
authorities would be a particularly delicate and risky one, One ought to bear 

in mind that governmental! authorities in many underdeveloped countries are 
seldom able to recognize their administrative deficiencies, and even when they 
do, are loath to admit them in the presence of foreigners. 31 Yet the liberty 
tactfully to criticize, and thereby to correct, mismanagement, ought to be a 
fundamental attribute of technical assistance personne! in operations, 


The ensuing natural process of adaptation to environmental factors-- 
which, in the case of not a few of the less developed countries, is equivalent to 
administrative inertia--may, in its turn, seriously hamper original attempts 
to improve the administration by endogenous action, It is hardly worthwhile to 
run into the trouble and expense of importing members of an international ad- 
ministrative service so that they would be reduced to the role of either frus- 
trated zealots or efficient bureaucrats, In the words of Prof, Langrod, "an 
expert cannot behave as a simple functionary; if he does nothing but his duty, he 
is not doing his duty". 32 


According to Mr, Hammarskjold's proposals, as approved in their final 
form by General Assembly Resolution 1256 (XIII), of November 14, 1958 (para, 
2, item a), international administrators are to perform in their countries of 
assignment a multiplicity of tasks, worthy of a factotum; in addition to their 
routine functions as heads of segments of the executive branch, they are to 





30, For a balanced discussion of the importance of human relationships be- 
tween foreign and indigenous personnel, vide A, Buitron, "Working 
Relations with National and Local Officials in Technical Assistance Pro- 
grams", this journal, Jan. 1954, PP. 279-285,esp. p. 283, 


Cf. H. L. Keenleyside, "Administrative Problems of the Technical 
Assistance Administration", Canadian Journal of Economics and Politi- 
cal Science, Aug. 1952, p. 345. 





2 


"L'expert dans l'Assistance Technique", op, cit., loc, cit., p. 35. 
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engage in training of local officials, both through the establishment of appropri- 
ate institutions (which will require their advice on such matters as curricula) 


and by means of "in-service’ training; besides, administrators are to negotiate 
arrangements for the training of suitable candidates abroad, It is difficult to 
see how all these responsibilities, undoubtedly interrelated and of the highest 
relevance per se, are to be discharged by the harassed administrator within his 
normally overloaded time schedule, in a manner other than perfunctory, Train- 
ing of native candidates for the assumption of positions of responsibility within 
the public service at the earliest possible time is, in fact, a matter of capital 
concern in the field of technical assistance, especially in view of the ''multi- 
plier effect" of training. It should not, therefore, be left to the marginal care 
of administrators alone--although they may, in the course of their regular 
duties, stimulate the dissemination of knowledge of public administration, 


b, Legal questions--There is little to be said with regard to the largely hypo- 
thetical question of allegiance. The present technical assistance system of the 
United Nations requires, under Article 100 of the Charter, that the experts sent 
on mission should pledge themselves not to accept instructions from any au- 
thority extraneous to the organization, Obviously, this exigence would be lifted 
for the members of the international administrative Service who, though re- 
cruited by the United Nations, nevertheless would, while on mission, owe com- 





plete loyalty to the government they are to assist; however, it would seem 
reasonable that, during their assignments to headquarters duty, the administra- 
tors should still be bound by oath of allegiance to the organization. The rules 
governing these relationships arouse no controversy and are set out summarily 
in the Appendix to Doc, E/ 3017; it is understood, of course, that the creation 
of an international administrative service would depend on the necessary modi- 
fications in the provisions so far issued for the regulation of United Nations 
personnel, including technical assistance experts. A major difference would be 
that, while in fact such experts operate in host countries under the instructions 
of the respective governments, so long as their international status remains 
unaffected, °° under the new arrangements this independence of status would 
presumably have to be forsaken, except as specifically otherwise provided in 
the agreements drawn up after a standard model, between the states concerned 
and the United Nations, The contracts between the governments of host coun- 
tries and the administrators would then be drawn up in conformity with the basic 
agreements, 


3. As to the United Nations--While present technical assistance experts 
(with the exception, in practice if not in theory, of those contemplated with pro- 
gram appointments) do not rank as international functionaries stricto sensu, they 
do, however, fall within the category of agents of the organization, which acts 
through their intermediary, ** On the other hand, insofar as administrators 











33. Cf, G. Feuer, Les A spects Juridiques de l'Assistance Techni jue 


Paris, 1957, p. 180, 








34, Ibid., pp. 156-163, Cf, also International Court of Justice, ‘Reparation 
for Injuries", Reports 1949, pp. 177, 182-5 (apud E, Hambro (ed,), Vie 
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Gil, 61939, Gid 


Case Law of the International Court, Leyden, 


233, 235, 291, 293, 295 
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be responsible only to the governments of the host countries where they 
are to be designated? (after a short indoctrination and briefing period at UN 
headquarters there remains to be seen whether they, too, could be « lassified 
is interna ynal agents; in this case, they would of course be entitled to the 
ctional protection conferred by the United Nations to its agents The admin 
istrators themselves would probably welcome such protection, their only offi 
al ¢ antee against eventual I streatment 
Admitting that it would be premature at this stage to formulate conjec- 
tures in this regard, ne an but hope that the matter will be thoroughly clari 
fie ! e te f agreement It appears nevertheless permissible to suppose 
that in order to safeguard the genuinely national character of the program and 
give rise t harge rence with the internal affairs of a state, 
tne gar ation would <¢ to the stipulation of certain elementary con- 
ditions, excluding functional protection, in the agreements and contracts rhe 
latter would probably supplement the institutional arrangements made. The 


jegree of power to be held by the administrators while in the service of host 
yuntries would surely remain at the discretion of the governments concerned 


+ ’ 


The provision to the effect that contracts or appointments made or issued, on 
the one side, by employing organizations within the recipient state and below 
ational government level, and on the other side, by the administrator, should 


be subject to the agreement between the United Nations and the central govern 





















ment, is presumably designed to obviate dangers of evasion of international 
responsibility by the host state; conceivably examples could be the allegatior 
f contractual arrangements regulated by the regime of private low, or ques 
tions involving the federal clause 
( f the United Nations 
a ae epeneni eee 
If Mr. Hammarskjold's pl for an international administrative service 
is to be carried out at all, it is logical that it should be through the instrumen 
talit f the United Nations, where, in the early stages at least, no new agency 
would be required for the purpose. 9° Some expansion in existing staff of the 
35 Cf. Doc. E/3017, op. cit., Appendix, p. 1, and subsequent documents, 
1s finally embodied in General Assembly Resolution; cf. A/RES/1256 
(XIII), of 14 November 1958, para. 2, item a: (IAS created with a view 
to) assisting Governments participating in these programmes, at their 
request, to secure on a temporary basis the services of well-qualified 
ersons to perform duties of an executive or operational character, as 
lefined by the requesting Governments, and as se r 
ment etc. Italics are the author's 





6, item B This is also the sense of 





Resolution 1256 (XIll)--para. 6, ir General Assembly “De 














cided that this assistance shall be a modest scale and on 
in experimental basis, sing the e h f the United Na- 

+ Ee “Eagpuseess , r > ps a ae 
tlor Secretariat and without any increase in administrative costs 
(ital led also Dox A/C.2/200, ¢ », item B 
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Technical Assistance Administration would suffice, While it is nowhere ex- 
plicitly stated that the program would fail within the framework of EPTA, the 
Secretary-General's Memorandum of 16th October 1958 (Doc. A/C, 2/200, 

p. 6, item F) mentions that reports on it would be submitted to ECOSOC and 
the Assembly under the regular agenda item on Public Administration. In the 
absence of any reference to the participation of TAB in the implementation of 
the program, the latter would presumably come under the authority of UNTAA, 
working directly under the Administrative Committee on Co-ordination (ACC), 
of which the Secretary-General is ex officio chairman; ACC is to serve as an 
organ of consultation between the United Nations and the interested specialized 
agencies, although it is apparent that the largest share of the plan would be in- 
cumbent upon the UN Secretariat itself, Basic authority for the execution of 
the program derives from article 66 of the UN Charter. 


1, Personnel guestions--It is not inconceivable that the major Powers 
--which, being also the most economically advanced, would necessarily serve 
as principal purveyors of manpower for the international administrative 
service--would, on account of their mutual political distrust, refrain from 
giving their indispensable active support to the plan; on the other hand, it 
would be self-contradictory to try and recruit administrators mainly from 
countries having achieved a stage of semi-development, because, although 
their techniques would probably be more adaptable to circumstances prevailing 
in the most backward areas, their own development programs would thereby 
be seriously impaired, The Secretary-General seems to take for granted an 
elastic supply of skilled manpower, which is, in fact, lacking; for example, in 
his London address of April 1958°' he displayed confidence in that many quali- 
fied candidates for the international administrative service would be forth- 
coming; this seems not quite to be the case. Indeed, Mr, Hammarskjold him- 
self stated, at a press interview held after his Montreal address of May 1956, 
that recruitment for the new cadres would be more difficult than it is for an in- 
ternational secretariat, working jointly within a sheltered compact unit, while 
under the plan they would be "split up in many units spread all over the 
world", 98 with all the personal and social problems this entails. 





2. Headquarters organization--Recruitment of members for the inter- 
national administrative service through the existing machinery of the United 
Nations presents no special difficulties other than the universal scarcity of 
available personnel, The formation of a career service of administrative gen- 
eralists, through a rotation of assignments to field duty, seconding, national 
administration, and to sedentary work at headquarters, represents the response 
of the United Nations to a long-felt need, and the outcome of a trend of which 
program appointments were already a welcome symptom, Over time, the 
career service could be extended to other branches of expertise much in current 
demand, while isolated requests for highly specialized personnel could without 
any harm continue to be fulfilled by ad hoc recruitment, for shorter or longer 








ie Cf. UN Press Release SG/668, op. cit., loc, cit. 





38, Cf, UN Review, 14 July 1956, 





ECONOMIC DEVELOPMENT AND CULTURAL CHANGE 65 


) 
terms according to needs, Despite the intrinsic shortcomings of the plan as a 
whole, this particular aspect deserves praise for its soundness, previously 
emphas} ed in various roposals such as Mr. Pearson's / ind others. 

Another outstanding feature of the cheme advocated by the Secretar 
General, and following by implication from the re mmendation for a career 
executive and managerial! service, is that of the establishment, at headquarters, 
f services designed to supply technical information, report ym relevant 
achievements and failures in other intr ic in the particular area of public ad 
ministration, continuing analysis and evaluation of field operations, as well as 
1dministrative servicing on such matters as programs and policy budgeting and 
expenditures, personnel and procurement. In other words, there would be 


established at headquarters, within UNTAA, a hybrid of a brain-trust, reference 


ervice, and clearing-house for information, Thi too, is a modification of 
earlier proposals, In Mr, Hammarskjold' wn plan, it is stated that ‘the ad 
ministrators should be able to draw freely on the resource if the United 

Nations’, ™ and particularly on the ibstantive advice of the Department of | 


nomic and Social Affairs and the TAA, 


There can be no doubt as to the convenience of such a service of cor ta 


tion and continued guidance from the Secretariat to the field. If the advisory ex 


pert often feels isolated, both in a human and a technical context, and need 


orientation from his professional home base, a fortiori does the executive ad 


ministrator, burdened with overwhelming responsibilities for decision-makir 


NV riting on the pros and cons of short term expertise, Prof, Langrod already 
stated‘ that, in the absence of an administrative mechanism permanently in 


touch with the modern trends ir 


this domain, “any. outside aid can only be « 
eral, and its repercussions run the risk of being shallow and short-lived, rhe 
presence of a clearing-house at headquarters would therefore provide a constant 
influx of fresh information which in itself constitutes a useful form of technical 
assistance. Conversely, not only would administrators in the field be able to 
rely upon a stable source of specialized background material, but also, due to 
the invigorating cross-cultural interaction between the world-wide experiences 
if field and Secretariat staffs, the science and art of public administration would 
ye enriched, As acorollary, the actual quality of the services rendered to 


governments | 


y international career administrators would also be likely to im- 

















prove, 

,, Cf, footnote No, 7; also Report of the TAC to the XII" Session of 
ECOSOC, Doc, E/2102, 29thAugust 1951, p. 4; Sharp, op. « p. 95; 
Langrod, op. cit., pp. 45-7; Standards and Techniques of slic Ad- 
ministration, report, op. cit., pp. 38, 40, 41; Doc, A/C. 2 200, p. 6, 
item E: In order to provide the measure of security of tenure which 
would be required for satisfactory recruitment, the United Nations would 
assist officials who have proved their worth, when their service with one 
Government is completed, to find similar employment in other countrie 
that may request their services” 

40, Cf, Doc, E 017, op. Cit., p. T. 
41, Cf. "Assistance Technique et Administration Publique’, La Revue Ad- 
ministrat Dec, 1952, p. 564, va 
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It should be noted that the kind of clearing-house envisaged here differs 
markedly from that suggested by Professor Hagen in his part of the draft study 
for the US Senate, 42 Diverging from his recommendation for a small clearing 
‘house within IDAC, that should primarily provide a central meeting place for 
regional development programs, this writer contemplates an arrangement farily 
resembling that in existence at the US International Cooperation Administration 
(ICA), where the organizational chart reveals a dual relationship, with both func- 
tional offices (e.g., of public services, of transport, of food and agriculture) 
inder a division for technical services, and regional directorates (for the Far 
East, for the Near East and South Asia, for Africa and Europe, and for Latin 
America), coordinated under a Deputy-Director for Operations. It seems to 
this author that a perhaps less eiaborate apparatus, considerably smaller in 
scope but discharging comparable functions, could well be accommodated within 
UNTAA for the servicing, at first, of the international administrative service, 


and perhaps in the future for all technical assistance missions abroad, 


IV. Conclusion: Alternative Sugge stions 





The preceding section may have helped to throw some light on the issue 
of whether or not it would be expedient, at this stage of international relations, 
to remedy the less developed countries' poverty of managerial! skills in public 
services by means of a direct transplantation of foreign administrators, re- 
cruited through the United Nations, within the structure of national administra- 
tions, In the present author's view, such a procedure would, in view chiefly of 
nationalistic feelings, be generally ineffectual, as regards strategic administra- 
tive positions, notwithstanding its numerous positive aspects. There is, how- 
ever, a middle course between the extremes of outright transplantation of func- 
tionaries, on the one side, and that of the purely advisory experts, whose 
carefully formulated recommendations more often than not remain on the theo- 


retical plane. While not purporting to act as a deus ex machina, the third and 





time-tested alternative may nevertheless supply a workable device incorporating 
the advantageous features of both other methods; reference is made to the system 


of join ooperative operating agencies, 


Practiced on a wide scale in Latin America since 1942 in the bilateral 





technical assistance program ff the government of the United States, which 
yperates in the area through the Institute of Inter-American Affairs (IILAA) the 
system, commonly known as Servicios (or Servigos, in Portuguese), may be 
described as nsisting essentially of a special semi-autonomous operating unit 
vithin a ministry or other executive agency of a host state, set up by mutual 


agreement between the governments of that state and of the assisting one, and 
aiming through partnership at the implementation of special joint measures de- 


; e 4° 
signed to foster the economic and social development of the host country, 43 





42. MIT, Center for International Studies, The Objectives of United States 
_. 


Economic Assistance Programs, op, cit., p. 53 








P, M,. Glick, The Administration of Technical Assistance-- 








Growth in the Americas, Chicago, 1957, pp. 66-69, 73-80, K, R. 
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Resulting from a basic agreement of contractual value, the servicio is 
an authentically cooperative undertaking, in which the assisting government 
s, so to speak, to prime the pump” for the improvement of technical 
services (e.g., public health, agriculture, and education) ultimately to be in- 
tegrated within the normal administrative structure of the assisted state; the 
latter contributes with the bulk of the financial wherewithal, while the former 
provides the know-how, in the form of technical personnel of demonstrated 
professional competence, who are entrusted with the training of their native 
‘opposite numbers", so that these may take over the operation at the earliest 
possible opportunity. Asa rule, the chief of the foreign technical mission 
lso directs the servicio, but there have been shifts in this trend as well as 
exceptions, such as in the case of the Brazilian SESP (Servigo Especial de 
Safide Pfiblica), admittedly the most successful servicio of them all, which 





has always had at its head a Brazilian director; provision is generally made 

for a co-director of the other nationality, who also detains an effective mutual 

to power, The head of the US technical mission is responsible to both the 
iate minister of state of the host government, and to his own superiors 


in the US government, The servicio is, by consent, endowed with powers to 


ve 


establish its own administrative procedures, including personnel policies, to 
operate its special bank account, and may in some cases be relieved from 
many fiscal laws and regulations applicable to the official services at large, 
While these characteristics provide a common denominator for analysis, it 
should be noted that there are no two identical servici s, all of which are es- 


tablished ad hoc, In view of their singularly detached situation, servicios 


are politically neutral on the national level and have for this reason enjoyed 
unsurpassed stability despite kaleidoscopic changes of regime and political 
leadership in the host countries, 


it would be utopian to expect the servicio arrangement to be infallible 
in theory and in practice. But the disadvantages sometimes observable in its 
operations are not by any means inherent to the system, It is true that in 
isolated instances officials active in servicios have displayed a strong tendency 
to by-pass ministers of the host governments, and also that such projects have, 
when successful, been left too long to linger in their international status, when 
they could already have been transferred to the national administrations con- 
cerned, Like all other development programs, servicios require follow-up 
action on the transferred projects. An important negative factor is that where 
the host country is in no condition whatsoever to provide officials with a mini- 
mum of psychological and professional qualifications to ensure a simile of 
partnership, servicios are apt to be run in fact quite unilaterally by the foreign 


personnei, 


The advantages accruing from this system are, however, also numer- 
ous: provision is made for training of local officials in the actual operation of 
projects; the structure is versatile--while there have not yet been created 
servicios for adjective public administration, it has been suggested that some 
might well be established for this purpose too, The functional mimetism of 
servicios extends beyond operations to the phase of economic planning proper, 





tion Review, Autumn 1951, pp. 225-226; National Planning Associa- 
tion, Special Policy Committee on Technical Cooperation, Administra- 
tion of Bilateral Technical Cooperation, Jan, 1956; pp. 7-8, 17-27, 
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THE INTERPRETATION AND USE OF JAPANESE 
FOREIGN TRADE STATISTICS* 


Leon Hollerman 
Claremont Men's College 
Claremont, California 


During the postwar period, a major advance has been made in the 


quality and scope of Japanese government statistics, Even prior to World War 
Il, foreign trade statistics collected by the Bureau of Customs of the Japanese 
Ministry of Finance were excellent, | With the exc eption of the war period it 
self, they are also the best official foreign trade figures published by any 
country in the Far East, 2 This does not mean, however, that Japanese stati: 
tics are a means of automatic access to Japan in our ownterms, For correct 
interpretations of statistics, the burden remains on us to ascertain the method 
of compilation, the degree of coverage, the system of valuation, and the nature 
of commodity classification, In each of these respects, Japanese foreign trade 
statistics have undergone substantial modification during the postwar period, 


The Value of Foreign Trade 





A convenience and also a source of confusion lies in the fact that the 
Japanese government publishes detailed breakdowns of the foreign trade statis- 
tics in United States dollar value as well as in yen value, This practice was in- 
augurated under the Occupation for accounting purposes because following the 
war the yen at first had no external value, Equivalent dollar values of Japanese 
exports and imports were therefore estimated by the Supreme Command for the 
Allied Powers (SCAP). 





The writer is grateful to the Claremont Research and Publications Com- 
mittee for a grant in support of the preparation of this paper. 

The zeal with which foreign transactions were watched and recorded may 
have been partly due to a traditional suspicion of foreigners, The atmos- 
phere of Customs procedure is conveyed in a handbook, Zeikan Kanri 


Nichijo Kaiwa (A Daily Conversation for the Officials of the Imperial 


92 


Custom- House), Yokohama, 1! 


R. G. D. Allen id. Edward Ely (eds, ), International Trade Statistics, 





New York, 


The principal purpose of maintaining the practice at present seems to be 
that it provides a differentiated product for the Economic Planning Agency, 
which publishes the dollar figures, in contrast with the Ministry of Finance 


which publishes the statistics in terms of yen, 
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Prior to 1950 budgeting of foreign exchange for import purchases, 
operation of the foreign exchange control system, detailed supervision of for- 
eign trade procedures at all levels, and participation in all actual foreign 
trade contractual agreements, was largely within the jurisdiction of SCAP, 
although in some details a gradual relaxation of its authority had begun as 
early as 1947, The Japanese described the system of dealing through SCAP as 
“blind trade", 


In the case of export contracts written by the military headquarters, 
for administrative reasons the contractual foreign currency value of an indi- 
vidual shipment was not written on the customs declaration at the time of ex- 
port. As eventually entered in the statistics, therefore, dollar values were 
often prices of "comparable" goods selected from catalogues and price lists 
and calculated with the aid of conversion tables of weight and measure, The 
difficulties of valuation were multiplied by the fact that shipments for various 
purposes took place, such as shipments of raw material for processing only; 
and various types of financing were used, including cash, “open account", and 
barter, During 1945 and 1946, for example, a substantial amount of Japanese 
textiles was exported on consignment to the United States Commercial Corpora- 
tion, The estimated value of these shipments in the trade returns differed 
considerably from their eventual liquidated value, 


On the import side, early postwar shipments consisted largely of 
American Aid goods, which were priced on the basis of advice received from 
Washington, The latter presumably referred to procurement cost, but this 
also was an approximation due to the separation of goods and procurement 
documents in the process of military warehousing. There were, moreover, 
various categories of American Aid imports, for which the methods of valua- 
tion were not comparable,” Reconciliation of the value of American Aid goods 
received and the amount of Congressional appropriations or expenditures for 


this purpose ultimately became a formidable task, 


Analysis of the value of American Aid supplies to the Japanese economy 
is also hindered by the fact that a Counterpart Fund was not organized until 
establishment of an official uniform rate of exchange in April 1949, Prior to 





4, "Open Account" transactions are those between Japan and countries 
other than those in the dollar or sterling areas, This trade is conducted 
on a bilateral balanced basis in order to eliminate the necessity of cash 
settlements. 


The principal "program" designations of American Aid imports were as 
follows: GARIOA, Government and Relief in Occupied Areas; EROA, 
Economic Rehabilitation in Occupied Areas; SOA, Shipping Designation 
for Operations Administration; SIM, Surplus Incentive Materials Pro- 
gram; SRE, Reorientation, Information and Eductaion Program; and 
"Military Diversions", which were transfers to the Japanese civilian 
economy of occupation force military stocks located in Japan, 
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that time, proceeds received in domestic currency from the sale of American 
Aid goods were used to provide subsidies for suppliers of goods for export, 
and it was not until a concerted drive to "abolish'’ subsidies began that SCAP 
demanded a simultaneous accounting in the form of a Counterpart Fund, 6 No 
record of the yen proceeds from domestic sale of American Aid goods prior 
to establishment of the Counterpart Fund was ever published in the Japanese 
government financial accounts, and the record of subsidy disbursements from 
this source was likewise never revealed, The extent of "internal subsidies" 
following 1950, and their relation to prices in foreign trade, would also be dif- 


ficult to assess, ° 


In terms of yen value, the export prices recorded on the customs 


declarations were prices paid to the supplier by the Japanese government for- 
eign trade procurement agency, Boeki Cho, These, however, were legal prices 
and failed to include the value of subsidies and other benefits received by pro- 


ducers, ' 


The yen prices paid by Boeki Cho prior to April 1949 were fixed on a 
"fair price" or "floor price" basis, This gave rise to a system of implicit 
cross-rates ranging between 60 and 900 yen to the dollar in terms of the prices 
eventually entered by SCAP in the foreign trade statistics, 


For reasons such as these, there is lack of consistency between the of- 
ficial yen and dollar statistics of Japanese foreign trade in the postwar period 
prior to 1950, Not until January 1949 were both quantity and value information 
in most cases statistically compiled from the same source document, 8 


Prior to 1950, if the implicit general rate of exchange is calculated by 
dividing the dollar series by the yen series, we find the following: 





The Headquarters reported, "The establishment of the single exchange 
rate of 360 yen to one U.S, dollar in April 1949 and the simultaneous 
abolition of all export subsidies has compelled Japanese firms to meet 
world competition on the basis of their own efficiency", This state- 
ment, however, is followed by, "Further reduction of internal govern- 
ment subsidies, particularly in the iron and steel industry where subsi- 
dies are being totally eliminated in FY 1950, should force firms to im- 
prove efficiency to meet world prices or go out of business", General 
Headquarters, Supreme Commander for the Allied Powers, Economic 
and Scientific Section, Mission and Accomplishments of the Occupation 
in the Economic and Scientific Fields, Tokyo, September 26, 1949, p. 14. 








One such benefit might be the sale in the domestic black market of either 
a portion of the raw material allocated under terms of the procurement 


contract, or a "spoiled" portion of the finished supply of goods, 


For an outline of the various documents from which the trade returns 
were compiled prior to that date, see Japanese Economic Statistics, 
January 1951, No, 53, Section Il, p, 3. 
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Yen in terms of dollars 
Exports Imports 

. 046 

.017 

. 005 


003 


The higher implicit import value of the yen during this period may be attributed 


to the absence of the subsidy component in the valuation of export goods at lega 


Besides the Ministry of Finance Annaul Return of the Foreign Trade of 





Japan, “trade statistics" are also published by the Bank of Japan. But whereas 


the Annu: irn based on the amount of goods cleared by the customs houses, 
the Bank of Japan statistics are based on the amount of foreign exchange payments 
received by the foreign exchange banks, This gives rise to a difference in cover- 
age, for shipments unaccompanied by foreign exchange drafts are included in the 
customs statistics but are not included in the foreign exchange statistics. 9 The 
vaiue of the included shipments also differs as betwesn the foreign exchange 
statistics and the customs statistics because the former are on the basis of the 
face values of drafts (which may be FOB, CIF, or C F) whereas the customs 
statistics are uniformly on the basis of FOB prices for exports and CIF prices 

for imports. The timing of the two series differs because the foreign exchange 
statistics are based on the date of arrival of reports at the Bank of Japan from 

the foreign exchange banks, whereas the customs statistics are based on the 
‘permitted" date (date of customs clearance), Where calendar year or Japanese 
fiscal year (April 1 to March 31) is unspecified, the reader must be prepared for 
either in the case of foreign exchange statistics, whereas the customs statistics 
are almost always on a calendar year basis, The contrast in the value of Japan- 


ese merchandise trade in terms of these alternative sources is as follows: 


Millions of dollars 
Exports Imports 
Ministry of Bank of Ministry of Bank of 
Finance Japan Finan Japan _ 





Japanese Economic Indicators, April 1 





The term "usance system" refers to foreign currency loans for imports 
into Japan extended either by foreign banks or by domestic foreign ex- 
change banks in Japan, 
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res types of iments from which their 


compiled, incidenta jank of Japan figures are subject to more 


Statistics are 


revision 
than are those of the Ministry of Finance, 


Statistical Timing and Commodity C 


Important change regard to the timing of the repor g period for 
Ministry of Finance statistics were introduced on two occasions during the 
postwar period, The prewar method of import compilation was 
if the date of customs permit for entry of shipments, Export 
by date of ship departure from port, In 


iderable delays often take place betweer 
their cust B < 


on the basis 
were reported 


the case of imports, however, con- 


ival of shipment 


learance, The Occupation authorities insisted, the re, that 


ort for both 
ilne of the data for lculation of the in 


ity of demand for imports, for example, was thereby much im 


the date of compilation refer to the date 


*xport shipments, Usef 


This procedure was abandoned, however, in the statistic 
at 


beginning 
1951, when the prewar method of 


tion was reinstated, A tremen 
volume of duplicate entries was thus entered into the import statistics for 
151. In order to provide a correction factor, the Ministry of Finance mair 

arrival basis for the last six months of 1 
which gave a total of $222 million to be subt: 
‘permitted" basis" 


tained a separate tabulation on the 951, 
icted from the figures on the 

Curiously enough, this correction factor was never applied 
to the series in dollar value for six-month periods a 


reported by the Economic 
Planning Agency. If the reader hastily computes the 


1951 total, which is the 
Sing annual! figure for imports in th regularly published table by six 
0 
will have a result considerably too high, * 


mi 
month periods, |} 


1e 


The coverage of postwar merchandise statistics excludes 
curement by the American military authorities, 
the Korean conflict in 1950 through 


Special Pro- 
which, from the beginning of 
on , ] 
1957 has averaged $586 million annually, 





Japanese Economic Statistics, December 1957, No, 136, Section II, p, 
6, The correction factor is included, however, in the dollar value of 
imports reported in Japanese Economi« 


other typical « 





Indicators, quoted above, An- 
ase of poor presentation appears in the Economic Survey 
of Japan, 1954-1955, p. 191, where the currency base from which the 
‘index of unit value was constructed is not specified, If one should at- 


tempt to deflate the yen trade by this index and compare the result 








with 
a national income series deflated by the General Price Index, he would 
find that the real value of trade is greater than the real value of nation 
income, 


This figure refers to Special Procurement in the "wider sense 

ing receipts in the US Security Forces Depository Account, official sales 
of yen to American military and civilian personne! at the legal rate of 
exchange, revenue from base construction work in Okinawa, expenditures 


in Japan of the United Nations Korean Reconstruction Agency, revenue 
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Classified as invisible earnings, this income has held steady at this level, and 
for several years it represented about 35 percent of Japan's total foreign ex- 
change receipts, Although qualitatively different, in amount it is already more 
than double, therefore, the total amount of American Aid imports (which are 
included in the merchandise trade statistics) received by Japan in the whole 
postwar period, 12 


With regard to coverage, it may be noted that exports for reparations 
are also excluded from the statistics. By February 1958, agreement had been 
reached on all outstanding reparations claims against Japan, with the exception 
of the minor case of Vietnam, The reparations agreement with Burma was the 
first to be signed (in November erty and provides for total payments of $25 
million over a period of ten years, I The agreement signed with the Philip- 
pines in May 1956 provides for total payments of $550 million over a period of 
twenty years, 14 The agreement with Indonesia, signed in Fanuary 1958, re- 
quires Japan to furnish goods and services valued at $223 million over a period 
of twelve years. 15 The total value of reparations exports may be in the neigh- 
borhood of $100 million annually, 


Base Period Comparisons 





For postwar statistical evaluation and planning purposes, the Occupation 
at first considered the years 1930-34 to be representative of Japan's peacetime 
economy, (Restrictions on the output of consumer goods in Japan were intro- 
duced in 1937--thus 1936 was Japan's full last prewar peacetime year,) With 





from offshore procurement by the Foreign Operations Agency in behalf 

of South and Southeast Asian countries (including supplies for Indo-China), 
In the narrow sense" of the term, Special Procurement receipts refer 
only to proceeds received from the sale of goods and services, In this 
sense, invisible trade revenue amounted to an average of $270 million 

for the five-year period 1950-54, Deflated by the General Price Index 
and translated into yen at the prevailing rate of exchange, the annual 
average value of Special Procurement in the narrow sense during 1950- 
1954 would represent approximately 11 percent of the 1934-36 annual 
average value of merchandise exports, Economic Survey of Japan, 1954- 


55, pp. 38-39, 





12, American Aid imports were received by Japan during the period 1945- 
1952 and amounted to a total of $2.1 billion in the official Japanese 
statistics. Special Procurement receipts by Japan amounted to $4,7 
billion during the period 1950-1957, Technically, the value of American 
Aid imports remains a debt owed by Japan to the United States. 


13. The Oriental Economist, December 1954, p. 581. 





14, Monthly Economic Review, July 1956, The Bank of Japan, p. 4. 





15. International Financial News Survey, February 14, 1958, p, 254. 
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the advent of the policy of rehabilitation, however, the period 1934-36 was 
adopted as the norm, which has been retained by the Japanese government for 
presentation of official post-Occupation statistics, 16 


Aside from the administrative objectives implicit in the selection of a 
base year, it is of interest to consider some technical hazards in the casual 
use of indices which may be calculated from the foreign trade statistics, With 
regard to any prewar base, because of subsequent variations in the rate of ex- 
change and in the domestic price level, a total value index calculated in terms 
of yen will give postwar results drastically different from an index calculated 
in terms of dollars, Similarly, suppose we take 1953 exports as 100, In this 
case the 1934-36 average of the total value index for data in current yen is 
0.7, The corresponding value of the index for data in current dollars is 73, 1, 


On the other hand, results may be compared in terms of deflated data, 
For the series in yen value, a standard deflator is the General Price Index, 
published by the Economic Planning Agency. 17 If the data are in terms of 
dollar value, the appropriate deflator is the Ministry of Finance Index, appear- 
ing in Japanese Economic Statistics. Having deflated the values by these indices 
respectively, we may then derive quantum indices from the deflated figures, 
But comparison of the quantum indices reveals a substantial difference in the 
dollar-deflated as compared with the yen-deflated series. (See table.) The 
difference, moreover, is consistent for both imports and exports, Thus prior 
to 1950 we note that deflated dollar data yield a consistently smaller quantum 
than deflated yen data, whereas following 1950 they consistently yield a larger 
quantum, The differences, moreover, increase in both directions as we move 
away from 1950. In 1956, the quantum of dollar deflated data was 10 percent 
more than the quantum of yen deflated data, Yet either result may be offered 
as ‘representative’ for the purpose of economic analysis, Because exchange 
rates have varied considerably during the past several decades, changes in 
the volume of trade are often expressed in terms of quantity rather than in 
terms of money value, - For this reason, variations in the results obtained 
through alternative legitimate derivations of the quantum of trade take on 
special significance, 





Commodity Classification 





In seeking comparability among Japanese foreign trade statistics over 
time, another complicating factor is the occurrence of relatively frequent 
major changes in the systern of commodity classification, A foreign trade code 
of 17 major groups used during the 1930's was superseded by a 14-group code 





16, On a base of 1930-34 as 100, SCAP's original version of the Index of 
Industrial Production shows 1934 at 121, 1935 at 133, and 1936 at 143. 
Japanese Economic Statistics, November 1948, No, 27, p. 6. 





17 It should be noted, however, that the General Price Index was designed 
for general domestic prices and does not take special account of the 
prices of those goods entering into foreign trade. 
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Comparison of Alternatively Calc ulated Quantum Indices 


for 





Japanese Foreign Trade 





A. 





Exports from Japan 


Ratio of 














Exports (thousands Quantum Exports (thousands Quantum Quantum 
Calendar of GPlI-deflated index of MF -deflated Index indices 
year yen) ] dollars) II KK/I 
1950 393, 686, 990 85.8 995, 212 78.1 91.0 
1951 538, 300, 412 117.3 1,110, 262 87,1 74,3 
1952 483, 889, 331 105.4 1, 177, 535 92, 4 87.7 
1953 458, 943, 408 100. 0 1, 274, 843 100, 0 100. 0 
1954 565, 053, 017 123.1 1,698, 891 133, 3 108, 3 
1955 698, 664, 069 152,2 2,219,173 174, 1 114.4 
1956 845, 285, 456 184, 2 2, 643, 409 207.4 112.6 
B. Imports from Japan 
Ratio of 
Imports (thousands Quantum Imports (thousands Quantum quantum 
Calendar f GPI-deflated index of MF -deflated index indices 
year yen) I dollars) II II/I 
1950 459, 967, 745 53.0 1, 083, 803 45.0 84,9 
1951 811, 939, 755 93.6 1, 610, 201 66. 8 71.4 « 
1952 771, 226, 696 88,9 L. F972, 870 73.6 82.8 
1953 867, 469, 443 100, 0 2, 409, 637 100, 0 100.0 
1954 832, 163, 234 95.9 2, 496, 749 103, 6 108.0 
1955 858, 798, 234 19,0 2,623, 475 108.9 110.0 
956 1, 091, 742, 620 125.9 3, 332, 962 138.3 109. 8 
Source: Prewar data compiled and converted at average annual rates of ex- 


change from Nippon Gaigoku Boeki Nenhyo (Annual Return of the 
Foreign Trade of Japan), Chosen Boeki Tokei Nenhyo (The Trade and 
Shipping of Korea), and Taiwan Boeki Tokei Nenhyo (Annual Return of 
the Trade of Formosa). Postwar dollar data from Japanese Econornic 
Statistics, Alternative deflation by General Price Index (base shifted 
from 1934-36 100 to 1953 100) and by Ministry of Finance Indexes 
of Foreign Trade Unit Value (1953 100), Quantum indices calculated 
from data deflated as indicated, 














Under the Occupation, a ten-group code, to facilitate 
was introduced in September 1949, This gave way toa 
Finally, effective April 1, 1951, 


in September 1943, 
mechanical! tabulation, 
new ten-group code effective July 1, 1950, 
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Japanese conditions, in which the discussion omitted former Empire areas 
from the base against which changes in Japanese foreign trade were calculated, 
The omission was criticized by Professor Norton Ginsburg, 1 who pointed out 
that in 1936, 55 percent of total Japanese imports came from Asia including 
Korea, Formosa, and Karafuto (South Sakhalin), compared with only 39 percent 
as calculated by The Economist. Similarly, exports to Asia represented 64 
percent of total exports, not 50 percent as described by The Economist. In 
rebuttal, The Economist declared that whereas Professor Ginsburg was correct 
on a geographical” basis, he was not correct in terms of Japan's "dependence 
on 'outside' sources", where “outside” is defined in political terms, It is evi- 
dent, however, that political as well as economic considerations govern postwar 
economic policy in Japan, The basis for comparison of prewar and postwar re- 
sults is thus impure at best, It would seem, therefore, that economists should 
appeal to the most clear-cut criterion available, which in this case is the geo- 











graphical one, 





The Economist, London, April 26, 





SOME NOTES ON LAW AND CHANGE IN NORTH INDIA* 


Bernard S, Cohn 
The University of Chicago 


I, The Little Kingdom 





As the anthropologist has turned from the study of primitive, isolated, 
pre-literate societies to that of social units which are parts of great civiliza- 
tions, a new range of problems calls for description and analysis. The follow- 
ing paper is a description of the dispute settlement process in a local region 
in north India and the effects that the establishment of British rule had on 
indigenous dispute settlement procedures. 


The complexity of the situation in an Indian village as regards law and 
the process of settling disputes can be only briefly catalogued in this paper, 
To start, let me briefly summarize the social system of a particular region in 
India, Senapur is a large, multicaste village in Jaunpur District of Eastern 
Uttar Pradesh, 1 and my remarks, unless otherwise specified, relate to Sena- 
pur and the immediately surrounding locality, which is called Dobhi Taluka or 
Tuppah, Dobhi Taluka is an area of forty square miles with roughly one hundred 





The field work on which this paper was based was carried out in 1952- 
1953, when the author was a fellow of the Social Science Research 
Council and Fulbright scholar, The Social Science Research Council's 
Summer Seminar on Law and Social Relations, 1956, provided the 
stimulus for a preliminary analysis of the data on legal change, 

I would like to express my thanks to Shri Rudra Datt Singh, Shri 
Shri Nath Singh, Professor Morris Opler, and Professor McKim Mar- 
riott for comments on the paper or assistance during the field work; 
and my appreciation of the suggestions made by the late Robert Red- 
field, 


Morris E, Opler and Rudra Datt Singh, ''The Division of Labor in an 
Indian Village", in Carleton S, Coon, ed,, A Reader in General Anthro- 
pology, New York, 1948, pp. 464-496; also, "Two Villages of Eastern 
Uttar Pradesh (U, P.), India: An Analysis of Similarities and Differ- 
ences", American Anthropologist, Vol. 54, pp. 179-190; also, ''Eco- 
nomic, Political, and Social Change in a Village of North Central India", 
Human Organization, Vol, 11, pp. 5-12. Bernard S, Cohn, "The 
Changing Status of a Depressed Caste", in McKim Marriott, ed., 
Village India, Chicago, 1955, pp. 53-77. Rudra Datt Singh, "The 
Unity of an Indian Village", Journal of Asian Studies Vol, 16, pp. 10- 
19. Morris E. Opler, "The Extensions of an Indian Village”, Journal 
of Asian Studies, Vol. 16, pp. 5-10; also, "Factors of tradition andj 
Change in a Local Election in Rural India", Leadership and Political 
Institutions in India, Paper No, 28, Berkeley, 1956, mimeo, 























79 











80 LAW AND CHANGE IN NORTH INDIA 


villages. All the villages were "owned" at one time by one lineage of Rajputs, 
locally termed ''Thakurs", Thakurs are descendants of an agnatic ancestor 
who conquered the area in the seventeenth century. One of the underlying as- 
sumptions in this paper is that a local area of this kind, which I will style the 
"little kingdom", was the basic jural unit of upper India in the eighteenth and 
nineteenth centuries, 


The political organization of upper India in the latter part of the eight- 
eenth century has to be viewed at two levels, At the top level were the succes- 
sor states of the Mughal Empire, most of them established by <¢ onquerors. 
Beneath this level were lineages which, as corporate groups, acted as the local 
rulers, A lineage, usually Rajput but occasionally Brahman, Bhumihar, Ahir, 
Jat, or Gujar, controlled anything from a few villages up to several hundred, 
The British recognized a lineage or the headman of a lineage as the landlord of 
a village or a group ov villages and made the lineage or headman responsible 
for the regular payment of land revenue“ and maintenance of law and order. 

In Mughal times, in addition to payment of land revenue, the lineage was also 


responsible for the provision of troops. 3 


These lineages governed the little 
kingdoms, In Mughal times, there was little interference in the little kingdom 
on the part of the ruling state as long as the ruling lineage did not try to abro- 
gate its tax or military obligation and as long as internecine warfare among the 
Rajput lineages did not break out into major battles. 


One of the lineage functions in the little kingdom was the settlement of 
disputes. Disputes regarding Caste matters, such as marriage, rules of com- 
mensality, and caste occupational regulations, were settled by the caste 
pancayats (councils) of the local region. As far as I could determine in the 
field of 1952-1953, the jurisdiction of the various caste pancayats fell entirely 
within the boundary of the little kingdom, Caste matters that could not be 
settled by the caste pancayat could be, and often were, referred to the 
dominant caste, the Thakurs (Rajput landlords), whose lineage controlled the 
little kingdom, This referral of caste disputes to the Thakurs was usual in 
questions of poverty right, inheritance, inter-caste disputes or disputes which 
threatened the peace of the village or the region. 


The Thakurs' power to settle disputes arising in other castes resident in 





La) 


A, Shakespear, Selections from the Duncan Records, Benares, 1873, 2 
vols,; James Thomason, "Report on the Settlement of the Ceded Portion 
Mf the District of Azimgurh, commonly called Chiklah Azimgurh", 
Journal of the Asiatic Society of Bengal, Vol, Vii, pp. 77-136; and B, H, 
Baden-Powell, Land Systems of British India, Oxford, 1892,Vol, Il, pp. 
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John Beames, "On the Geography of India in the Reign of Akbar: Part I", 
in Journal of the Asiatic Society of Bengal, Vol. 53, pp. 215-231; 
",..Part II", loc, cit., Vol. 54, pp. 162-182, Henry M, Elliott, 


Memoirs on the History, Folk-lore, and Distribution of the Races of the 
North Western Provinces of India, London, 1859, pp, 201-206, 











i, Jadunath Sarkar, Mughal Administration, Calcutta, 1920, pp, 16-17, 
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the little kingdom was based on their position as landlords, the fact that all 
castes were tied to them through social, economic, ceremonial, and tradi- 
tional ties, and the fact that the Thakurs were the Rajas (kings) for the inhabi- 
tants, The Thakurs defined themselves and were defined by those below as the 
"Lords", The Thakur attitude was summed up by one elderly Thakur, who 
said, "We took this land with the sword, these other people are our depend- 
ents", * 


During the eighteenth and nineteenth centuries, in a little kingdom, the 
dominant caste controlled all castes beneath it, The outside government did 
not ordinarily interfere with this relationship, Disputes among members of the 
dominant caste within the little kingdom, at least in Eastern Uttar Pradesh, 
could ultimately be settled by a formally constituted council, Membership in 
this council was based on a regional division into twelve lineage segments, the 
basis of the judicial and governing body and landholding. The principal basis 
of dispute settlement in this council was probably arbitration® and the balan ing 
of power so well analyzed by students of African political organizations, 7 The 
system of arbitration and power balance was reinforced by the expectation, in 
pre-British times, that internal strife in the dominant caste would be used by 
surrounding groups to destroy the suzerainty of the lineage over its little king- 
dom, 


Thakurs also derived important status in their role as settlers of dis- 
putes and judges, from their claims to be kings in a traditional social order, 
In Hindu political and legal doctrine, part of the function of the king was the 
maintenance of the social order, which entailed prevention of what the law books 
term "the confusion of castes", ® 
form, as well as the obligation of marrying within the caste, The king wielded 
the danda (literally, a stick) to enforce the rules of the caste system, The 
Brahman was the advisor of the king and the interpreter of law, and he could 
prescribe punishment in form of a ritual expiation, but it was the king's duty to 
see that the punishment was carried out, Theoretically, the castes were self- 
governing in terms of setting and enforcing their own standards of behavior, but 
the king could always be resorted to by appeal from caste rulings, This aspect 
»f the function of the king was preserved even into the twentieth century in those 
parts of the Indian sub-continent ruled by the Indian princes, 8 


Every caste had its prescribed duties to per- 








5. For a discussion of the relations of Thakurs to other castes, see Opler 
and Singh, "The Division of Labor,,,", op, cit, pp, 64-96; Cohn, op, 


cit, Pp. 93-56; and Singh, op. cit,, pp. 14-15, 


6, Shakespear, op. cit., p. 42, 





i, Max Gluckman, Custom and Conflict in Africa, Glencoe, Ill,, 1955, pp, 
1-26, 
B. P, V, Kane, History of Dharmasastra, Poona, 1946, Vol, IIl, pp. 3, 57, 





238, 281;H, J. Maynard, "Influenc e of the Indian King upon the Growth 
of Caste", Journal of the Panjab Historical Society, Vol, 6, pp, 88-100, 
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The Thakurs in a particular village, backed ultimately by the local 
council of twelve, ruled and adjudicated for themselves, and for the dependent 
castes in matters which the dependent castes could not settle themselves, 

The separate sub-castes below the Thakurs lived, worked, and were the de- 
pendents (praja) of the Thakurs, These separate and independent sub-castes 
usually settled intra-caste disputes, I will describe a typical procedure of 
settlement of disputes in one sub-caste, the Chamars, 


The Chamars 


In 1952 there were over 600 Chamars, scattered in six hamlets, living 
in the village of Senapur. The basic social and economic unit of the Chamars 
is the household (ghar) which is usually a nuclear family; the households in 
turn are united into lineages (khandan), normally traced through the male line, 
We may view the Chamars' social organization somewhat as the cross section 
of an onion, the center ring being the household, the next the khandan, the next 


ring the hamlet, the next the six hamlets of Senapur, the next ring the network 


of villages into which Chamars marry and from which they take brides--a 
circle of four to ten miles, and finally the named sub-caste, Jaisvara, whose 
members spread over many of the districts of Eastern and Central Uttar 
Pradesh, 


A, The Household 


Many disputes arise in the household, primarily concerned with land, 
other property, marriage, and divorce, Theoretically, the eldest capable 
male is the head of the household, who, as part of his role, is responsible for 
maintaining the peace of the household, Often disputes arise in the household 
which are adjudicated at different levels in the Chamar organization and at 
times are adjudicated by persons outside the Chamar social organization, 


B, The Khandan (Lineage) 





Disputes that arise within the household are usually taken first to the 
leader of the khandan, Since the Khandan is localized in one part of the hamlet 
and since there is little that does not take place within earshot of the other 
households, the khandan leader is aware of the dispute from its inception, 
Minor quarrels can usually be settled by allowing the participants to vent their 
anger and then suggesting a simple compromise, 


Many disputes arise among members of different households of the same 
khandan. Disputes are frequent over use of land in front of houses, the hamlet 





op. cit. Census of India, 1911, Vol. V, Bengal, Bihar, and Orissa and 
Sikkim, Part I, Report by L, S, S. O'Malley, Calcutta, 1913; pp. 452- 
458; also Vol. XVI, Baroda, Part I, Report by Govindbhai H, Desai, 
Bombay, 1911, pp. 255-256. 


the Asiatic Sox iety of Bengal, N. S. 3, 1907, pp. 509-515; Maynard, 
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well, property still held in common after partition, insults, suspicion of petty 
thefts, and the use of witchcraft, If a dispute cannot be settled easily by the 
khandan leader, the leader or one or both of the participants may ask the ham- 
let at large to hold a meeting (pancayat) to hear and settle the dispute. Hamlet 
meetings to settle disputes may be formal or informal, An informal meeting 
will include leaders of all the khandans in the Chamar hamlet, heads of the 
households who are available, and any interested persons in the hamlet. The 
meeting will assemble in a traditional spot, usually the open space near one of 
the hamlet wells, Everyone who attends will have considerable knowledge of 
the dispute in question and know and be affected by the chain of relations and 
disputes which lie behind it, The meeting is opened by the hamlet leader; he 
asks the party calling the meeting to explain the reason for doing so, Then 
each side states its case in a declamatory fashion, with no attempt at cross ex- 
amination or rebuttal except to dismiss the whole story of the other side. The 
other people attending the meeting comment on the facts, either to support or 
deny the statements made, and may also comment upon human nature, the 
stresses of life, the evil of Thakurs, the disputatious nature of women, or gen- 
eral morality, There is no apparent systematic method of determining the 
facts of the situation, Probably all the listeners are aware of the facts. When 
questions of fact do arise, they usually pertain to actions which took place out 
of the hamlet or village, Throughout the meetings the khandan leaders or the 
hamlet leader take members of the contending parties aside to talk with them 
and urge them to compromise, If the dispute concerns an insult or a simple 
land or marriage question, it might be settled by the informal hamlet meeting 
or a series of hamlet meetings, If the dispute is complicated or if it entails 
direct infringement of caste regulations which could result in the outcasting of 
one or more of the participants in the dispute, the participants in the informal 
meeting ask for a formal meeting of the hamlet with the addition of outside 
leaders from the other Chamar hamlets, possibly some other low caste leader 
noted for his ability as a mediator, the Thakurs of the disputing Chamars, And 
if the case entails witchcraft, some noted divines and exorcists are summoned, 


The procedure of the formal hamlet meeting is very similar to the in- 
formal one with the exception that the outside leaders are called upon for ad- 
visory opinions, As they are not as directly involved, they often ask direct 
questions of fact. 


When divines and exorcists are present, they appeal to their spirits 
through rituals to get information about the witchcraft charges. If Thakurs are 
present, they usually take the lead in questioning and suggest formal solutions, 
As far as I could determine, there was little question of what the "law" was in 
disputes, Everyone knew what was appropriate behavior in marriage and inheri- 
tance, Many Chamars could make general statements as to what were rules of 
behavior, and then back up their statements with cases and decisions of meetings 
(pancayats), There was no recourse to a knowledge of sacred texts, law books, 
or current civil or criminal law, The law which the Chamars know is customary 
law, often at variance with aspects of traditional Hindu law, 


Hamlet Councils 





Disputes arising among members of different khandans in the hamlet are 
treated in much the same fashion as disputes within the khandan, with the excep- 
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tion that there will almost certainly be outside Chamar judges. In matters that 
come up for consideration before the hamlet council the question of outcasting 

is present from the beginning of the dispute, since disputes at this level most 
often entail caste regulations, such as non-fulfillment of the social and cere- 
monial obligation to invite a hamlet mate to a feast, irregularity in marriage, 
or disobeying a caste rule regarding occupational activities. Theoretically 
these questions could arise at the khandan level, but it is very rare that one 
khandan mate will charge a member of his own khandan with such a serious mat- 
ter, and if he did, the charge would be discussed at least before the whole ham- 
let, 


Let us look at the situation in which a hamlet mate has not invited an- 
other hamlet mate to a feast and ceremony which is given at one of the life 
cycle ceremonies, The general rule is that, when a household is celebrating a 
life cycle rite, all adult males from the khandan and at least one adult male, 
usually the head, from every other household in the hamlet is invited. An invi- 
tation requires attendance. If a feast is being held and one household is not 
invited, its members call for a hamlet meeting and ask for an explanation for 
the breach, If the explanation is not satisfactory, they demand that the offend- 
ing household be outcaste. 


When a Chamar family is outcaste, no other Chamar will allow its mem- 
bers to share the hukka (water-pipe)--symbol of caste solidarity. In extreme 
cases people will not allow an outcasted family to draw water from the hamlet 
well; they will not even give the outcastedfamily fire from their hearths; and 
ultimately, outcasting entails the inability to marry off children, since Chamar 
will take daughters from or give daughters to an outcaste household, 


Outcasting among the Chamars is not a permanent condition, The most 
severe outcasting that I know of is twelve years, the penalty for incest. Usually 
a family is fined a certain amount of cash and charged to give one or two feasts, 
If the family promises to pay the fine and give the feasts within the stipulated 
period, its members will not be outcasted to the fullest extent (i.e., not being 
able to use the hamlet well or get fire), Usually they will not be invited to 
feasts or allowed to use the hukka until they fulfill the requirements of the fine, 
but ordinary social intercourse continues, 


D, Village and Inter-Village 





In Senapur a full meeting of the leaders and representatives of all the 
Chamar hamlets is rare, There is little likelihood for personal disputes to 
arise among the Chamars across hamlet lines, since they do not share land and 
property and, since, except in work situations, they do not interact much, 
There are meetings, which could be termed all-village meetings, to consider 
general rules of behavior; for example, thirty or more years ago the Chamars 
decided to stop taking cow dung out to manure their Thakurs' fields, since they 
felt this was too degrading. It is difficult to reconstruct how this was decided, 
but some informants said there was a general meeting on the question. 


Inter-village meetings among the Chamars are not uncommon; the main 
impetus is to settle disputes about marriage and divorce, Typically, the 
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conjugal problem is a wife running off and her refusal to return to her husband's 
village, or a husband's refusal to support a wife. In cases of this sort, the 


aggrieved party will call upon his khandan, hamlet, or village leader to have a 
meeting with his counterpart in the other village. A meeting will be held, 


usually in the village of the accusing party or in some neutral spot, Leaders 
from both groups of Chamars will assemble, plus some neutral Chamar 
leaders or other low caste leaders, to hear the case, It is my impression that 
proceedings in these inter-village meetings are much more formal, with an at- 
tempt to present the evidence systematically. When a decision is reached en- 
tailing a penalty, enforcement is the responsibility of the leaders of the hamlet 
or village in which the penalized party dwells, The general sanction enforcing 
the ruling of the inter-village Chamar meeting is the threat to cut off marriage 
relations by the aggrieved group, and then to get other Chamar hamlets and 
villages with which they have relations to do the same, thereby in effect out- 
casting the whole village group of Chamars, 


Ill, The Dispute Settlement Process among the Chamars 





This description very much over-systematizes and simplifies the actual 
processes of intra-caste disputes among the Chamars, The distinctions be- 
tween the types of meetings (pancayats) are not explicitly made by the Chamars, 
and as can be seen from my description, one type of meeting can easily flow 
into another type. In general, the processes of settlement are similar in all 
types of meetings and might be summarized as follows: 


A, Leaders and Audience 





The general rule is that the leaders of the units of the persons involved 
will act in some sense as riediators, since by social definition the-posifion of 
each leader depends on his ability to function not only as a leader of one unit 
but to lead in the next larger unit and take a wider role and more active part in 
it; hence, he would endanger his. role of leader in the wider circle if he were 
to push the claims of his immediate followers too much, In essence, I judge 
it is the role of the leader to bridge the gaps between the rings of the social 
"onion", by balancing between advocate of the rights of his immediate followers 
and the demands of the wider social group, All interested parties, whether 
they be leaders or directly concerned with the dispute, are free to attend meet- 
ings, to comment, and to take part in the proceedings, The people attending 
form the "public opinion", and part of the leader's function is to sense, as well 
as direct, "public opinion" as it develops at the meeting. 


B,. Talk and Time 





Essentially, a dispute among the Chamars seems to get settled through 
talking it out. The act of talking seems to relieve some of the aggression built 
up in the dispute. No one is cut off, and a person can raise any issue or prob- 
lem he wants, On several occasions I attended meetings in which what appeared 
to be completely irrelevant issues were discussed for hours, The Chamars do 
not expect to settle the dispute in any specified number of meetings. A meeting 
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will last three or four hours and then be adjourned for a week; meanwhile 
mediators will talk to the parties in the dispute, The meeting will be 
vened, and there will be more talk, Eventually a "compromise" l 
gested, and even though it m > m » favorable to one party, 


can be defined as a npre » in a rhetorical sense, both parti 


The Relevant Dispute 
Very often a meeting will be held ostensibly to hear 
will people then discuss and adjudicate another dispute which 
antagonism and comes to the surface as a side issue, They fee 
of "sticking to the point". The Chamars do not lead a segmented 
behavior or situations can be compartmentalized easily, and they 


in trying to decide matters only on the basis of an immediate 


Characteristics of the Disputant 





The Chamars in their daily lives have clear ideas about the relative 
worth of their fellow Chamars, When it comes to settling a dispute, the 
Chamar see no reason why he should not include his knowledge of the dis- 
putants in his evaluation of the dispute. Some men's promises are worth more 
than others, some are known to be quarrelsome, some are relatively rich, 
well-connected, or dependents of important Thakurs. Some come from honor- 
some are educated, some have travelled, 


able Chamar families 


oose morally, some are stupid, some lazy--: > personal « 


are known, enter into the adjudicative process d need not be m: 


Thus far we have described only two aspects of disputes and dispute 
settlement in a North Indian Village the traditional organization and position 
of the Thakurs in the little kingdom of the late eighteenth century; and the 
process of intra-caste dispute settlement among the Chamars, The descrip- 
tion dealt with the horizontal organization of the society and disputes arising 
in segments of this horizontal organization, but did not treat ver 1 
tions of the village and disputes which arise in this organi 
far-reaching social, economic, political, and legal change 


the wider society of North India, the little kingdom, and th 


IV, Inter-Caste Disputes 





Central to the settlement of inter-cas is te within the village is the 
role of the Thakurs, When the British established their rule in the lands of the 
Raja of Benaras at the end of the eighteenth century, they tried to maintain the 


status quo of the dominant caste relating to other castes and to the land, by 


recognizing the dominant caste as zemindar (landlord), In Dobhi Taluka, these 


were the Thakurs, 


Castes other than the Thakurs in Dobhi Taluka were tenants and/or ser- 


vants of the Thakurs, In pre-British times the servants (Chamars, Kahars, 
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Barais, and other low castes) were little better than slaves, James Thomason, 
a British civil servant in the early nineteenth century in upper India, described 
the relationship in the following terms: 


They the Urzal neither have nor assert in general any rights, other 
than the will of the Zemindar, They take what land he gives them, and 
pay the utmost that they can, either in money or in kind, Besides their 
direct contribution to his rental, they render him many personal serv- 
ices, If Kuhars, they carry his Palankeen, merely receiving in return 
food to support them during the time, Other classes bring him wood, 
tend his cattle, or perform numerous other similar services for very 
inadequate remuneration, Under former Governments this power was no 
doubt recognized, and permitted, They were the predial slaves, who 
were beaten without mercy for misconduct, and were liable to be pursued, 
and brought back if they attempted to escape. Their state is now much 
improved, The power is now conventional, 


The Thakur, given his position as zemindar and his caste status, settled 
jisputes which the caste meetings could not, At present the Thakurs are most 
ften involved as mediators in disputes among low castes which involve ques- 
tions of land and property, but sometimes they are involved in disputes which 
threaten the peace of the village, or which involve a particular Thakur's de- 
pendents and cause him to feel that the dispute is disrupting the dependent's work 
for the Thakur, 


Usually, in a dispute in which a Thakur is taking a role, the disputants 
are called to his house, and he hears both sides, He may ask a low caste leader 
to attend and give advice on a particular point of "law", as customary law varies 
from caste to caste, The Thakur has considerable power as landlord to enforce 
his decision, Until fairly recently Thakurs beat low caste men with little fear of 


the consequences, One respected Chamar leader described a situation in which 
he was beaten by his Thakur: 


I was plowing in my field when he came. My Thakur started to beat me 
with a lathi (a large bamboo club), I kept right on plowing, I told my 
Thakur that I did not strike him back because he was my Thakur, other- 
wise I would not stand to be beaten, 


My grandfather was chaudhri_ leader of the sub-caste, my father was 
chaudhri, and I am chaudhri, so for three generations our word has 
carried weight, and I have never been insulted except by my Thakur, 

I was capable of taking revenge, but I thought BBS was my Thakur and 
therefore equal to my mother and father and he should not be insulted, 


The Thakur could bring to bear the ultimate economic sanction of pre- 
venting dependent castes from cultivating the land, as theoretically, and until 
recently, actually, all dependent castes were tenants of the Thakurs, 


In summary, one can say that the Thakurs had the economic, social, and 
political power to settle any dispute arising among the castes below them, The 





Thomason, op, cit., p, 115, 
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Disputes among the Thakurs of the village were frequent, bitter, and 


























often violent, both in the nineteenth and twentieth centuries. Older l formants 
recounted incidents when Thakurs along with their dependents would [ight other 
Thakurs, often involving bloodshed. These fights would often be over questions 
of land, but more frequently would arise over insults. Son Thakur families 
appear to have had traditional feuding relations, sometimes stretching over 

four or five generations There were always several Thak ilies in the 
illage who were recognized as more powerful and importa thers, and 
when a dispute arose, the disputants would try to enlist the aid of these power- 
ful familie 11 tt is important to note that a tremendous amount of time, 
energy, and money went into these Thakur disputes, but as they 
were, they were limited to the little kingdom. The Thakur yuncil of twelve 
mentioned earlier provided a court of final adjudication for disputes rhe 
process of settlement of disputes among the Thakurs was one of balancing of 
antagonisms and mediation and compromise, and the process descr ibed fo 

the settling of intra-caste disputes among the Chamars is prot ly similar t 
the process of settlement of disputes among the Thakurs. The most important 
fact is that disputes ultimately were settled on a local basis within the little 
kingdon rhe prestige and power system was largely bounded by the little 
kingdom, The Thakurs and other castes within it could always unite in the face 
f outside threats. The little kingdom was, however, far from self-sufficient 
extensive networks involving marriage, ritual activity, economic activity, ar d 
military activity extended to the outside and related the little kingdom to wider 
networks, but questions of law and idicial procedure were concerns whit h 
affected or the little kingdom. 
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however, since the establishment of British rule in the late eighteenth century, 
a number of developments have markedly changec the relationships within the 
village, The initial effect of the establishment of British rule was a stabiliza- 
by guaranteeing the position of the Thakur as zemindar and 
by eliminating internal warfare, The British strengthened the position of the 
»y the extension of the cultivation of cash crops, notably indigo 
Thakurs as landlords derived the greatest benefit from 
the initial extension of the cash crop economy. In the nineteenth century the 
new sources of income were used by the Thakurs to strengthen their traditional 


tion of the society 
iominant caste | 


and sugar cane, The 


way of life and their traditional position vis-a-vis low castes, 
19 
Opler and Singh’” have outlined the forces that have affected Senapur 

from the beginning of the twentieth century to the present, The period has seen 
1 large rise in population with the concomitant rise in pressure on land, coupled 
with a rise in agricultural prices, have made land a very valuable commodity, 
During this period, Senapur, through the building of railroads and the spread of 
style’ manufactured goods, has increasingly been drawn into an all- 
Higher standards of education and 


Westerr 


market and ultimately a world market, 


M1Gia le 

the rise of urban occupations in commerce, industry, and administration have 
reased opportunities for employment outside the village and have exposed 

the villager to a wide range of urban contacts, The establishment of British 


Indian administrations has greatly weakened, if not destroyed, the 


and, later, 
Land reform has 


importance of the little kingdom as a political-judicial unit, 
altered the relationships among Thakurs and their dependents, and the nation- 
alist struggle, democratic elections, and movements for social and economic 
uplift of the low castes have destroyed the moral base of the relationships of 
superordination-subordination among the Thakurs and their low caste depend- 
ents, Even this brief listing of some of the variables at work indicate the far- 
reaching changes taking place in Senapur and the little kingdom, 


Vil, Legal Changes 





In 1795, after twenty years of indirect rule, the full legal and administra- 
tive structure of the East India Company was extended to Benaras, The com- 
pany's goal was the full and regular collection of the land revenue, and as a step 
d this goal, courts were established, the judges of whom were British em- 
yees of the company, The principle disputes in these new courts were ques- 
tions of ownership of land and rates of revenue and rent, 


In the area of personal law (marriage, divorce, inheritance, and adop- 
tion), the district courts administered Hindu law for Hindus and Muslim law for 
Muslims, The courts administered criminal codes written in the middle of the 
nineteenth century which were a mixture of British and Muslim criminal law, 
and acts and laws passed by the various provincial legislatures and governors, 
This latter group includes the very important topic of land law. 

When the British established their courts in India, they were cognizant 
of substantive law, but did not think that the procedural law and the courts, as 
they found them in the late eighteenth century, were adequate, In fact, some of 
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born equal, and they have widely differing inherent worth, This theme or value 
is basic to the whole social structure and is expressed most clearly in the 
caste system, When Indians go into a court, they are supposed by definition to 
lose their outside statuses, It is not Thakurs and Chamars who are having a 
dispute, but a defendant and a complaintant, The adversary system has de- 
veloped to equalize the persons in court, To an Indian peasant this is an im- 
possible situation to understand, The Chamar knows he is not equal to the 
Thakur, He may want to be equal, but he knows he is not, The Thakur cannot 
be convinced in any way that the Chamar is his equal, but the court acts as if 
the parties to the dispute were equal, 


B, Status and Contract 





As in the nineteenth century when Sir Henry Maine wrote about India, 
1e Indian peasant society is one still largely dominated by values surrounding 
the concept of status. The landlord-tenant tie is not just a contractual relation- 
ship, as it is treated in law, but rather it is a hereditary relationship having 
important social and ceremonial concomitants which cannot be treated as con- 
tractual relations, Two Thakurs disputing over a piece of land are not only 
buyer and seller with a contractual tie, but in classificatory kinship terms are 
brothers or uncle and nephew. In Max Gluckman's terms, the Indian village is 
a multiplex society in which people are tied by a network of relationships, and 
some of these ties cannot be summarily cut by a decision of a court, People 
must continue to live and work togethe« in the multiplex society. So decisions 
of the courts based on ideas of contract do not fit the value system and social 
structure of the Indian village. 


+ 


C, The Importance of the Decision 





Central to British law is the necessity of a decision, if a case comes to 
court, It appears that the indigenous adjudication procedure of India is geared 
to postponing a clear-cut decision as long as possible, the goal being to have the 
parties to the dispute compromise their differences in some way, If a compro- 
mise is not possible, the minimal requirement is to maintain at least the fiction 
of a compromise, especially in an intra-caste dispute. This fiction is not pos- 
sible in the court, where the situation is defined in terms of winning or losing, 


D, Settling the Case and Only the Case 





The British legal system, as it has been adopted in India, rests on the 
idea that the courts will adjudicate the dispute that is presented to it. Very 
often, even in the caste meetings, the case which is ostensibly the crux of the 
dispute is only a minor expression of a long-standing antagonistic relationship 
between two families or groups, Often when I discussed a case with a villager, 
he would start out by discussing events and disputes of twenty years ago. A 
specific case does not stand alone, but is usually part of a string of disputes, 
The caste meeting can and does deal with the string of disputes, and over a 
period of tine will try to mediate the basis of the dispute, The British court, 
given the nature of the adjudication process, can deal only with the specific case 
presented by the contending parties, 
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Vil Summary 
I have detailed the areas of change and co ch brought about the 
situation in which law is used not for settling disputes, but for furthering them, 
and where the courts are looked upon as a place for harrassment or a place in 
which to gain revenge. 
The Rajputs, sir way of life, alues, and power were dominant in the 





littie Kingdon Everyone else was subservient to them within the little kingdom, 
and although the dominant Rajputs were in a position of subordinatior the 


Mughal Government or, later, to the Raia of Benares, these sur 








political powers did not in any way challenge the Rajputs’ control in their own 
little kingdon The Rajput landlords settled all disputes arising 
castes below them that were not of an intra-caste nature, and through the func- 


ioning of their own Council were able to settle disputes among themselves 


j + 


British legislation regarding land revenue was the first assault, albei 
inintentional, on the solidarity of the Rajputs, by making engagement for rev 


embers of the lineage and recognizing individual interests 





rather than assessing the 




















l, 
ynsidering the land to be held by the entire lineage- h in effect 
efore British rule. As a result of the British policies, the saw tha 

his economic position was not as ti ly bound with that the other members 
of the comn t aS it had beer Although separate e ants were part 

f the land revenue settlements of 1789 and 1839-1942, » not seen 
ave impinged strongly on the little kingdom until the settlement of 1880 

when ir njunction with a rapidly expanding role network and increasing 

expe ence, the Rajputs began to look outward for prestige and power 

Before the end of the nineteenth century, the little kingdom was an al- 
most closed prestige system; prestige depended on the amount of land one 
inherited from his ancestors, the of his family in relation to the found 
ing ancestors, and the number of low caste followers tl} he could muster 

When the Rajputs began to turn government employment, education, and busi 

ness outside the little kingdom, a new source of wealth and prestige was 
ntroduced , Thakur ild now ynvert the money he had made as a police 


fficer in the British administration to buying land, building a large house, 




















marrying his daughter into a more prestigeful clan; and in a generation's time, 
family ild move from a lowly position int yne of great portance in the 
age and the 411 area Election to a position on the district board enabled 
a Thakur t e his knowledge of the government and his acquaintanceship with 
government officials to better his po followers in the vil 
lage Education, in addition to opening up new inities which could be 
mnverted to higher status within the community, also resulted in a growing 
familiarit with law and the courts 
In addition to new sources of prestige and power which were in opposi- 
tion to the principles on which the old prestige system was build, the expanded 
role network more aware of the possibilities of manipulation 
n the courts and what could be done through influence and the use of question- 
abdie ractices 
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The Rajputs have always had a highly developed sense of their own im- 
portance, honor, and position, Their traditional occupation was warfare and 
they have a highly developed martial ethic, With the coming of the British, 
outside warfare stopped; the basis of the solidarity of the group was cut away; 
they no longer had to cooperate from fear of outside invasion or subjugation; 
and with the changes in land tenure it became advantageous for individuals to 
break their ties with the group, This change led to increased feuding, compe- 
tition for position, and attempts to ruin fellow Thakurs, In this new scramble 
for prestige, the courts provided an excellent battleground in which to carry 
out a fight against both their caste fellows and the lower castes. A wealthy 
Thakur who went to court looked forward to not just one quick case, but to a 
series of cases, appeals, adjournments, and counter appeals, through which 
a poorer competitor could be ruined, Since British procedure and justice ap- 
peared capricious to the Indians, someone with a bad case was as prone to go 
to court as someone with a good case, The standard was not the justice of his 
case, but his ability to outlast his opponents, It became a mark of pride 
among the Thakurs to outwit an opponent through the use of the courts and law, 
and the prestige of a family was tied to its success as a litigent and its ability 
to ruin its competitors in court, 








AMERICA'S FUTURE ECONOMIC PROBLEMS 


Cono Casella 
Long Island University 


A little more than one hundred years ago, John S. Mill confidently 
stated that all major economic problems had been solved and envisaged the 
early arrival of the static economy. A two-volume collection of papers, 
published by the Committee for Economic Development suggests once again 
that perhaps Mill was unduly optimistic. 1 These volumes contain ninety- 
nine answers to the question: ‘What is the most important economic prob- 
lem to be faced by the United States in the next twenty years"? The results 
- 


for 


give an indication of the uncertainty that surrounds the economic horizon 
even so developed and wealthy a nation as the United States. 


The papers, limited to 2,000 words, are grouped into two volume 
The first includes forty-eight of the invited essays, with that of Paul Douglas 
appended to the second volume. The authors of this volume make a distin- 
guished roster. Most of them are American economists, and include six 
past presidents of the American Economic Association (J. M. Clark, Paul 
Douglas, Alvin Hansen, Frank Knight, Simon Kuznets, and Sumner Slichter). 
Among the economists from other lands are Colin Clark, Ralph Hawtrey, 
W. Arthur Lewis, and Lionel Robbins. Non-economists from both sides of 
the Atlantic are well represented (Henry Steel Commager, Julian S. Huxley, 
Jean Monnet, Lester B. Pearson, and Paul Henri Spaak, among others). 


The second volume contains fifty prize-winning essays, selected fron 
- s J , 
1, 238 entries No mention is made of the criterion employed in the selection 
of the invited writers, nor the grounds for choosing the contest judges. Under 


these conditions an expert in designing sample polls might be loath 


rily representing the consensus of the frater 





the views expressed as necess:z 
nity of economists, let alone of related social sciences. Nevertheless, the 
picture that emerges from these contributions is representative of the views 
being expressed in articles and books, Of course, had a similar contes 


held twenty years ago, unemployment would probably have received the most 


attention. Ten years or so ago the hazards of reconversion and the danger of 
a deep depression might have loomed large. This indicates one of the perils 
of attempting to predict future developments in an area of social activity as 
dynamic as the economic system. However, unless economists are to be 
ready for the last crisis when the next one comes, efforts of this type are 


desirable if only to spell out current thinking on future trends. 
. t 
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What emerges from the ninety-nine contributions? Of the invited 
papers, fifteen are concerned mainly with the place of the United States in the 
world economy, with the other thirty-four concentrating on issues that are 
mainly national in scope. The contest winners, on the other hand, divide at 
six and forty-four respectively. The composite picture formed by these essays 
is disturbing in many respects, though few of the writers are so pessimistic as 
to doubt the ability of the economy to avoid the assorted pitfalls that lie ahead, 
Let us examine some of the major topics more pertinent to economic develop- 
ment, 


R, C, Cairncross' statement sets the general tone of the papers con- 
cerned with America's position in the world economy, This country plays so 
important a role in this sphere that whatever is done cannot help having a con- 
siderable impact throughout the world, The disparity of conditions between the 
nations with traditional economic systems and those within this country are such 
that envy and a desire to follow the same path, a sort of international demon- 
stration effect, is widespread, The United States cannot ignore the aspirations 
of these countries without loss of potential markets, and lose eventually what- 
ever influence and prestige it now enjoys (Vol. I, pp. 69-70). 


Paul T. Homan observes: "The circumstances of the United States are 
such that in the economic sphere we are pulling further and further ahead of 
most other countries, and are taking our dividends increasingly in the form of 
trivialities, Many other countries are caught in an economic trap of poverty 
and ignorance so deep that there is only faint hope of escape. We have it in our 
power, with little sacrifice, to give them a fair fighting chance to improve their 
condition" (Vol, lL p, 24). Although Jean Monnet sees the day when America's 
economic dominance will end, because of such developments as the European 
Common Market and the growing upsurge of world industrial development (Vol, 
I, p. 34), the strong position of this nation is well worth noting, From 1950 to 
1956 the value of American imports increased by 44 percent, while exports went 
up by 88 percent. Sir Douglas Copland, of Australia, is of the opinion that this 
trend can only be reversed by a rising flow of foreign investment and economic 
aid, a lowering of tariff barriers, and a satisfactory solution of the overhang 
of agricultural surplus products (Vol, I, p. 10). 


This task cannot be left only to the United States, however, As Lester 
Pearson notes, one of the main bars to expansion of world trade is the unwill- 
ingness of many nations to rely upon such commerce for all of their needs 
(Vol, 1, p. 41), This reluctance may be caused by still fresh memories of for- 
eign domination in many cases, but economic nationalism abroad is not going to 
make it easier to sell a program of trade and aid to the American people. 


Important as financial aid may be, it is not enough. John Jewkes brings 
this welcome note by stating that past growth of this country was not an accident, 
After examining the usual explanations (large area, extensive markets, abund- 
ance of natural resources, considerable expenditure on research and develop- 
ment, and large-scale production) and not finding them convincing, Jewkes sub- 
mits his list. These items include the flexibility with which the American 
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economy operates, not only in terms of responses to material f 
also within the structuring of social institutions that encourage 
to take risks and the ability to profit from mistakes. This r« 
to be in accord with the normal hazards of living in a world as 
dangerous and insecure as that in which we live. In addition, 
which new ideas are examined and applied to practica nds 
factor, Evidence of this is found in the quickness of manuf 
ucts, even those Originally developed by Europeans but fir 
mercial quantities by American industry, Finally, Jewke 
spread hostility to regulation and organization of human activ 
point of no return (Vol, I, pp. 259-266). 


Il 


Insofar as the national economy is concerned, most « ne ontributors 


take future growth for granted, However, future economic development is ex 


pected to raise difficulties hitherto unknown, The further enlargement of the 
supply of goods and services is no longer as compelling as it once was, In- 
stead, those areas of the nation that require help seem to be beyond the re 
of the private sector, The poverty that still exists perhaps can be better 
solved by direct public contributions to raise health, education, and housin 
standards, But higher taxation and greater participation of government ir 


economy may harm the incentives that worked so well in the past, 


Moreover, it may be necessary to modify the value system that pro- 
moted past economic growth, Jan Tinbergen is of the opinion that the declining 
marginal utility of additional personal income can be met by providing even 
more leisure time, although the vitality of the American renders this outlet 
less attractive as the work week shrinks even further, Another solution is 
whetting of human wants with the accumulation of even more "fictitious nce 


"There is a third way out, the assumption of new responsibilities, worth being 


met by the vitality of western society. These could be cultural and real socia 


responsibilities inside the United States...and they could be responsibilities in 


the world at large" (Vol. I, p. 313), This, again, requires that the high vali 


placed on individual responsibility be reduced in order to place greater empha- 


sis on community-oriented needs; whether they be new TVA's, 
ing and urban renewal, or aid to underdeveloped nations, 

Under these circumstances, it would seem that “the evolution of stand- 
ards of economic performance and conduct" consistent with new requirements 
remains one of the major problems of the future. During the Middle Ages this 
was done by rules established by the Church, state, and the guilds, The Age of 
Reason reconciled individual seif-interest and social values by p 
laissez-faire, But unrestrained self-interest does not always result in a 
smoothly functioning economy (Gerhard Colm, Vol. I, pp. 244 ; Om 
Prakash, of India, asks, does the United States face the dilemma of deciding 
whether to retain or abandon the free enterprise approach? Taking a historical 
outlook, Prakash argues that there have occurred in the past long-range swings 
between freedom and regimentation, After dominating men's minds for mors 
than one hundred years, the ideal of individualism, implicit in the doctrine of 


laissez-faire, may be suffering an eclipse, Can individualism survive the 
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urgent pressure of underdeveloped areas to push economic growth, labor union 
unrest, rising military expenditures, increasing costs for new innovations, 
and the waste of inflation? If the free enterprise approach fails central plan- 
ning will surely take over (Vol, Il, pp. 104-105). 


This concern for economic gain at almost any price has its shortcom- 
ings, however, Werner Levi sees human values threatened by this drive, Fur- 
ther specialization of work activity and increasing standardization of products 
will result in even greater uniformity of behavior and tastes. ‘Any attempts to 
control these trends toward de-humanization and de-individualization on a 
national level will be difficult because they are not inherent in the American 
economy alone" (Vol, I, p. 245). Social relations are being determined by 
economic activity to an ever-increasing degree, Much effort has been expended 
to increase material wealth, but less attention has been paid to the price paid 
for their production, or the reasons and purposes of their creation, How to 
reconcile the drive for economic progress without harming the maintenance of 
higher human values is Levi's candidate for the most difficult problem of the 
future (Vol, I, pp. 247-249), 


Adjustments of this type may have already made their mark, Walter C, 
Neale observes that the desire to avoid economic risks, or to shift their inci- 
dence elsewhere, may undermine the sense of individual responsibility to the 
extent of harming efficiency (Vol. Il, p. 265), Another contributor is of the 
opinion that the decline in the spirit of enterprise among American business 
leaders has already made deep inroads in the ability of the economy to continue 
to meet the problems that lie ahead, Lester S, Levy states that the more con- 
servative "live and let live" attitude of business has sapped the aggressive risk 
taking that was so characteristic of the early entrepreneurs. This development 
is seen to flow from the growth of large-scale corporations and the rise of 


professional managers; the loss of prestige suffered by the business community 
since the 1930's; steeply progressive tax laws; and two decades of unparalleled 
prosperity. Levy wonders if these developments may not sap the ability of the 
nation to meet the needs of a rapidly growing population and satisfy the rising 
demands of unions for less work and more pay (Vol, II, p. 352). 


Ill 


Economic growth alone is not enough, however, It has become equally 
important to avoid the recurrence of periods of serious unemployment of men 
and plant capacity, This goal demands prompt and accurate changes of decision- 
making to conform to actual economic conditions, But whether such adjustments 
can be improved upon is questioned by many. For example, the structure of the 
economy is being extensively modified as the government and private groups in- 
troduce all manner of controls and regulations to Cushion the impact of market 
forces for different interests, In addition, the consumer now enjoys a greater 
degree of freedom in deciding what sort of goods and services to buy, and 
whether to make the purchase of many of these products at once or postpone it 
for a later date. All of these changes automatically reduce the value of the old 
benchmarks and the existing store of past experience, These factors introduce 
new instabilities that may be very troublesome to deal with, 
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Steady growth, according to Paul C, Darling, requires that two condi- 
tions be met: "Total investment expenditure of a given current period must be 
uniquely related to the amount, and to what we may call the '« apacity-produc- 
tivity ratio' of the expenditure of the preceding period,. JS and] the capacity- 
productivity ratio must constantly readjust itself, as the economy expands 
along its growth path, to the job requirements of the labor force" (Vol. Il, p. 
26, italics in original), Darling doubts that existing fiscal and monetary con- 
trols are adequate to avoid movements opposite to those required to restore 
balance, He explains this as due to a series of lags (recognition, administra- 
tive, and operational), The time that can elapse from the start of some distor- 
tion until policy is translated into specific action by the business community can 
be so great that relatively minor disturbances may be allowed the opportunity to 
become major issues (Vol. Il, pp. 30-31). Of course, if the authorities are 
divided on what should be done, or the final decision is an unhappy compromise 
of different positions, the result can be disastrous, The situation can become 
similar to that of the battle that was lost because of the nail, providing that the 
chain of vents is of a type that does not have self-correcting tendencies, 


Assuming that future growth is certain, this raises the most important 
question of the day, If the economy cannot be adjusted to perform at optimum 
efficiency, what is it that will occur--depression or inflation? A correct ans- 
wer to this question is of vital importance because of the need to have some 
valid frame of reference in making decisions, If the likelihood of depression is 
greatest, then it is necessary to have a predisposition to be sensitive to the 
threats of business contraction, On the other hand, if the needs of the economy 
are such that a serious depression is remote, then national policy-makers, con- 
sumers, businessmen, and labor are advised to adjust their thinking and be- 
havior with this possibility in mind, 


The danger of a major depression is stressed by few contributors, Geof- 
frey H, Moore is inthis camp. He is mainly concerned with the deterioration 
of credit as a possible source of weakness, especially as it relates to the sound- 
ness of much of the current expansion of personal and state and local government 
credit, Although many safeguards have been introduced to protect banks and 
ther lenders, as well as the debtors, Moore sees a serious deterioration in the 
juality of such loans by offsetting influences that may more than counterbalance 
these protective devices (Vol, Il, p. 86). On the other hand, Joseph M, Gillman 
is of the opinion that the absence of new sources of investment to absorb the 
added savings made possible by technological advances may bring about serious 
unemployment if military expenditures should be cut. After rejecting capital 
exports (limited markets), and higher welfare expenditures (people are not will- 
ing to tax themselves for such items to the same degree as for defense needs), 
Gillman suggests another possible solution, the avoidance of excess savings. 
This could be achieved by correlating wages, productivity, prices, and profits in 
such a way as to prevent savings outstripping the potential investments needed for 
full employment (Vol. II, pp. 55, 56, 57). 


Those who fear inflation on the other hand, are far more numerous, Will 
E. Mason discusses the why's of a shift from the dangers of underemployment to 
the present pressures of secular inflation. "The causes are found in a series of 


technological, institutional, psychological, political, and social developments 
which have combined since the depression of the 'thirties and the war of the 
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‘forties to generate long-run inflationary pressures hitherto unknown" (Vol, IL, 
pp. 154-155). 


Gottfried Haberler examines one aspect of this change, the unwilling- 
ness to tolerate depressions and the availability of fiscal and monetary tools 
which he believes to be effective enough to avoid a sharp reduction of business 
activity. In addition, the strong pressure exerted by labor unions for wage 
increases in exeess of the rise of general productivity is another factor adding 
to inflationary pressure, When efforts are made to halt inflation, the rise of 
unemployment immediately creates urgent pressures for a quick reversal of 
successful monetary policy (Vol. Il, pp. 138-139), Neil Jacoby explains why 
stability of prices is desirable; it stimulates the incentives to save and supply 
the funds needed for capital formation, Should the American public take for 
granted the continual melting away of savings, wasteful habits may spread to 
the extent of drying up needed sources of new capital (Vol. I, p. 155), Some 
groups are fortunate enough to protect themselves against inflation, as is the 
case with labor unions that have “escalator” clauses to assure automatic wage 
increases for every given rise of the BLS consumer index, Because escalation 
cannot be applied universally, those who are outside its protective reach suffer 
a grave injustice. Moreover, individuals who are protected may become indif- 
ferent to the falling value of the dollar (Vol, I, p. 157), The post-war experi- 
ence of continued inflation even during recessions points to the need for a gen- 
eral reevaluation of economic policy to determine what can be done to effectively 
slow down the inflationary push, 


IV 


Even if the economy can solve the various problems noted above, this 
does not mean all is solved, Rising output of goods and services requires that 
demand be stimulated to the extent of consuming that which is produced, Cana 
balanced expansion of demand and output be achieved with the existing market 
mechanism, or will it be necessary to introduce radical structural changes to 
avoid a breakdown of the economy? The age of abundance, as it might be called, 
promises to bring about considerable modification of distributive standards that 
have stood the economy so well inthe past. Something akin to the fear of goods 
as expressed in the Middle Ages is to be seen in several of the papers, 


The public sector may have to be expanded to include more substantive 
and difficult tasks, Simon Kuznets states, "A new scale of values may rank the 
doer lower than the thinker; the salesman lower than the language expert; the 
business man lower than the physicist and engineer; the corporation executive 
lower than the long term government administrator" (Vol. I, pp. 31-32). David 
Riesman, for example, wonders what will be done to find new outlets for the ex- 
pected mounting supply of goods when satiation overwhelms the ingenuity of even 
research and development experts in creating new wants (Vol. Il, p. 228). More 
specifically, Robert D, Entenberg observes that while personal income has been 
keeping pace with increasing production, personal consumption expenditures, as 
a proportion of GNP and personal income, was 14,1 percent and 10,2 percent 
less respectively in 1956 than in 1929 (Vol, II, p. 38). This rapid shrinkage is 
partly explained by the rapid growth of government expenditures. But once this 
source of rising demand is stabilized and adjusted to, what can take its place to 
provide new outlets for added productive capacity? 


J. K. Galbraith points to the fallacy of averages in explaining the general 
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standard of living ofthe nation. Islands of residual poverty exist in spite of the 
rising national income per capita, These areas of relative backwardness cannot 
be passed as caused by personal shiftlessness or individual inadequacy, Simi- 
larly, slums, substandard schools, underpaid teachers, inability to deal with 
juvenile crime, and failure to solve the needs of expanding suburbs deserve more 
attention than they have received (Vol. I, p. 205). 


V 


In conclusion, although the papers included in these volumes stress dif- 
ferent issues, not a few of which are mutually exclusive, there nevertheless ex- 
ists a unifying thread that relates each point of view to the others, This can be 
summed up simply by noting that we are going through a period of rapid social 
and economic change. An extensive reappraisal is being made, especially with 
regards to the operation of the economy and its supporting web of social institu- 
tions, Property rights, the relationships between labor and management, and the 
part to be played by the government are being reappraised in terms of this rapidly 
changing situation, The condition that makes this process even more uncertain 
than uwual is the rising social awareness of these problems. Jn addition, the 
threat of war and the urgent competition that is spreading in all phases of inter- 
national relations to win the uncommitted nations does not make this situation any 
easier, The growing realization that this nation is seriously threatened by a for- 
eign power for the first time since the turn of the last century perhaps adds to the 
Stridency of some suggestions, 


All in all, the operations of the American economy are no longer a matter 
of purely local interest, Whatever is done will have widespread repercussions 
abroad, Operating under these goldfish-bow! conditions does not alter the needs 
that must be met in the future, but only increases the stress under which neces- 
sary adjustments are carried out, The task facing the United States is obvious 
enough; it is to modify existing ways of thinking and doing things in a way that 
will retain those basic characteristics considered essential to the American way 
of life without, however, impairing the effectiveness of the economic system that 
supports the social and political order, That this task is likely to be difficult is 
apparent from a reading of the CED essays. But how far can the search for se- 
curity be pressed without destroying the very thing that is being sought? To what 
extent can the shift from informal to contractual obligations between employer and 
employee be carried without creating crippling rigidities that may hinder the 
ability of the productive system to satisfy the impressive stream of ever-increas- 
ing demands? Furthermore, can the market mechanism meet these and the many 
other burdens, or will central planning of some sort be necessary? If this latter 
approach is utilized, will it really do a more effective and satisfactory job such 
as to justify the risks of this step? 


These and many other similar questions come to mind when reading the 
contributions made by the authors, Even if the particular points of view ex- 
pressed in these essays are not in agreement with those of the reader, the indi- 
vidual papers do serve the useful purpose of forcing a re-thinking of familiar 
ideas, This is probably the greatest compliment that can be made to CED for 
its efforts, It is difficult to go through these volumes without having a greater 
awareness of the difficulties that may lie ahead, 





POPULATION GROWTH AND ECONOMIC DEVELOPMENT* 


Harvey Leibenstein 
University of California, Berkeley 


The analysis of population growth in connection with economic develop- 
ment car divided into at least three aspects: first, the determinants and 
consequences of the changing age distribution; second, the determinants and 
consequences of the changing size of the population; and third, the determinants 
and consequences of the changing quality of the population, The list is roughly 
in the order of difficulty of analysis. While it is far from easy to assess any 
of these elements of the problem, it is more difficult to do so with respect to 
the changing size of the population, and it is most difficult of all to analyze the 
juality aspect. The book under review by Coale and Hoover deals mostly with 
the consequences of the changing age distribution that is likely to ensue in the 
course of the economic development of a country--particularly, the economi« 
development of India, The authors do attempt to say something about all of the 
aspects of population growth, but it is quite clear that their main and most 
definite results are in connection with potential age distributions and their con- 


sequences, 


The idea of focusing on the analysis and consequences of potential age 
distributions that may be associated with India's development is an excellent 
strategy. Whena problem is very complex, it is obviously sensible to empha- 
size those elements of the problem on which something can be said witha 
fairly high degree of assurance, It is probably easier to make reasonable as- 
sumptions and predictions with respect to changing age distributions than with 
respect to other demographic variables, In addition, when we consider that the 
population aspect of economic development is a highly controversial subject, 
and that its consideration is often charged with some emotion, then it would 
seem wise to pick that aspect on which one could be most neutral, and at the 
same time on which one could be most persuasive, This is not to suggest that 
the authors have chosen deliberately to emphasize the age distribution element 
of the problem for any of the reasons that I have stated, However, it is worth 
pointing out that the book does deal to a considerable extent with an aspect that 
lends itself easily to numerical analysis, and that reaches important conclusions 
yn assumptions that seem, certainly to this reviewer, to be quite reasonable, 


This book is the result of a well-conceived project that has been excep- 
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tionally well executed, There are really two books here bound between the same 
set of covers, One book deals with population problems and its relation to eco- 
nomic development, mostly with India; while Parts Three and Four, a section of 
more than two hundred pages, are devoted to factors in Indian economic develop- 
ment, Essentially, this part is an analysis of the Second Five Year Plan, as 
well as a di« cussion of the various factors that are likely to be important in the 
economic velopment of India in the next thirty years. 


Coale and Hoover carry out their analysis through the technique of de- 
veloping population projections based on alternate assumptions for the three 
decades, 1956 to 1986, beginning with the 1951 census data. They then examine 
the consequences of population growth for Indian development in terms of three 
alternate population projections, Through this means, they are able to say two 
types of things--first, to say something about the magnitude of the population 
problem as it is likely to develop in the three decades under consideration; and 
second, and most important, to compare the consequences of different potential 
patterns of population growth, Specifically, the two main patterns under com- 
parison are, in the first case, a growth of population assuming declines in mor- 
tality but constant fertility, and second, at the other extreme, to consider the 
possible growth of population and its consequences assuming both declining mor- 
tality and declining fertility, — 


For some demographers an age distribution and some age-specific mor- 
tality and fertility rates engender an almost irresistible impulse to develop a 
series of population projections, From this point of view, the restraint of our 
authors is certainly praiseworthy, They have limited themselves to developing 
only three projections, In their own words, "the projections are based on their 


estimates of the most likely course of mortality and alternative assumptions 
about the course of fertility". 


Coale and Hoover believe that Indian mortality will unquestionably decline 
within the next thirty years, They assume in their projections that it will drop 
from about the level of 31 per thousand in 1951 to that of about 14 per thousand 
by 1975, and that thereafter it will remain at roughly that level. This implies 
an improvement in the expectation of life at birth from 32 years to 52 years by 
1986, 


What will happen to fertility? This is the crucial and really difficult 
question, On the one hand there is the possibility, indeed the authors almost 
suggest that this is the most likely outcome, that fertility will remain more or 
less at its current level within the next three decades, This is their high fer- 
tility assumption. The low fertility assumption is that fertility begins a linear 
decline to half its current value from 1956 to 1981, and beyond 1981 it remains 
constant, The third, and intermediate assumption, is that the decline in fertility 
is postponed until 1966 at which time a more precipitous decline is assumed, one 
that again reaches one-half of the current level by 1981, 


Let us look at the results, Beginning with the 1951 population of 357 mil- 
lion, India's population will grow according to the high fertility assumption to 775 
million by 1986, Or, on the basis of the low fertility assumption, it will grow to 
589 million, The intermediate fertility assumption implies a growth to 634 mil- 
lion by 1986, In any event, it seems clear that India's population will be exceed- 
ingly large at the end of the next three decades, 
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The assumption underlying much of the analysis is that the mortality 
rates in the Indian population will decline considerably in the near future. This 
is based on the belief that public health efforts which are cheap compared to a 
country's per capita income could and would be employed effectively in the near 
future, This last, of course, is not by any means a vague hypothesis, but 
rests on successful experience in a number of other countries, especially in 
Ceylon and Sardinia, For example, the use of DDT has reduced mortality 
from such diseases as malaria quite Spectacularly within a very short time 
period, Indian planners place some stress on public health measures, Hence, 
it certainly seems reasonable to assume that mortality rates will decline, If 
anything, one may perhaps question the lower limit of the decline to only 
around 14 per thousand, 


Indian statistics, and some Indian authorities, seem to suggest that 
there has already been an incipient fertility decline. However, Coale and 
Hoover take serious issue with this and point out, in some detail, that their 
analysis of age distributions and its implications does not suggest any fertility 
decline, Here it is important to inject the point that it is fertility decline 
rather than mortality decline that is likely to have the greatest impact on the 
age distribution of a population, This is due to the fact that mortality decline 
affects all age groups, while the immediate impact of fertility decline is to in- 
ject a smaller number of children into the population each year, Hence, its 
immediate impact in a short period must be on the youngest age groups, That 
is, we should observe distortions in the age distribution, If the evidence with 
respect to age distribution does not suggest such changes, then there is reason 
to believe that fertility declines have not taken place, as Coale and Hoover in 
fact claim, 


One may argue whether fertility will decline in India in the near future, 
The authors suggest a number of reasons put forth by others why we might ex- 
pect fertility decline, and then try to show why each of these reasons is not con- 
vincing. Indeed, one might say that they go to considerable pains to justify 
their constant high fertility assumption, For example, some have suggested _ 
that fertility is already low among upper socio-economic groups, While this is 
true, there seems to be little or no evidence that the low fertility pattern is 
spreading to the rest of the population, Or it has also been suggested that there 
is an upward trend in the age of marriage. While it is true that this might 
normally reduce fertility, the statistics also point to the fact that the upward 
trend has been exceedingly slight so as not to give much hope for fertility de- 
cline from that direction. In addition, there is the usual belief that economic 
development brings with it declining fertility--especially once the population be- 
comes urbanized, As a generalization, this point is conceded by the authors, 
but the evidence does not suggest that the onset of fertility decline comes imme- 
diately upon attempts at development. Rather, in the usual case there is a con- 
siderable lag, Furthermore, it is not at all clear how far the transformation 
from an agrarian to an industrial organization will take place within the next 
three decades so as to bring about the type of fertility decline that we associate 
with industrialization in other countries, Thus it would seem that on almost 
every score there is considerable reason to doubt whether in the near future, es- 
pecially in the next quarter century, India is likely to experience a significant 
fertility decline. Indeed, there is even some reason to expect an increase in 
fertility rates, For example, increased health might bring about an increase in 
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the male survivorship rate, hence a decrease in widows within the child-bear- 


ing age group. 


To me, the most interesting aspects of the book are those that reveal 
the consequences of fertility decline versus non-fertility decline. Their analy- 


sis gives us a numerical evaluation of the importance of achieving fertility 


decline, This is especially striking with respect to the burden of dependency. 
For example, with high fertility the number of non-earning dependents per 
earner rises from 1,5 to 1,7 in 1986, whereas with declining fertility it falls 
from 1,5 to 1,24by the end of 1986, The main significance of fertility change 
is in connection with the per capita consumption level, Of course, with high 
fertility a smaller total product must be divided among many more consumers 
than would be the case under low fertility. The authors' calculations indicate 
that per consumer income would attain a level of 40% higher by 1986 with re- 
duced fertility than with continued high fertility. One striking element of the 
analysis is that this rough 40% figure seems to hold not only for India, but for 
Mexico and some other countries to which the analysis has been applied. The 
reason for this, of course, is that high fertility changes the age distribution 
so as to give a considerably different burden of dependency. Also, high fer- 
tility reduces, by increasing the amount of consumption that has to go towards 
child maintenance, the amount available for investment in a cumulative fashion, 
and hence decreases the excess of per capita income above the subsistence 
level out of which the additional investment funds could come. 


The section devoted to India's development potentialities reveals some 
additional points closely related to the population question. For instance, the 
possibility of extending irrigated land, and of increasing output on the land, 
suggests that it is not unreasonable to expect that food supply could keep pace 
with the increase in population growth, As a consequence, the population 
growth predictions, even on the basis of the high fertility assumption, are cer- 
tainly possible on that score, This is not the place to consider in detail the 
Coale and Hoover technique of estimating the economic consequences of differ- 
ent patterns of population growth, But suffice it to say that they do take into ac- 
count a number of factors that should be taken into account and hence their re- 
sults appear to be highly persuasive, For example, their estimates of income 
growth depend on a combination of anticipated rates of direct investment plus 
governmental outlay, Now, as they see it, such governmental outlays can in- 
crease productivity to some extent, and they attempt to take this into account. 
In addition, they consider the fact that governmental outlays of a welfare nature 
are of two kinds: first, there are outlays to take care of the current needs of 
the population, and second, there are outlays which involve the creation of new 
facilities to take care of the increased population, The outlays for new facili- 
ties are likely to be much larger per man than those for current needs, and in 
their calculations, Coale and Hoover take into account the consequences of such 
outlays made necessary by population growth, 


The central result that they achieve is the fact that the differential eco- 
nomic outcomes associated with reduced fertility as against high fertility are 
remarkably persistent and stable with respect to a number of variations in the 
assumptions, For example, by making different assumptions, somewhat differ- 
ent results are achieved, but in all cases the outcome, for example, is that by 
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the end of the third decade the projected income per consumer in the reduced 
fertility case is higher by 38 to 48 percent than that for the constant high fer- 


tility case, 


Although the significance of reducing fertility rates is clearly spelled 
out in this volume, there is very little in it to suggest how this could be brought 
about, Now, this should not be taken as a criticism of the book, There is no 
reason why authors should go beyond the task that they have set themselves, 


Nevertheless, the connection between the investment pattern and fer- 
tility decline is a crucial issue, It is of interest to note that the emphasis of 
the Indian Five Year Plans seems to be in the opposite direction to the one that 
is likely to be conducive to fertility decline, For example, there is great em- 
phasis on the extension of agriculture, In addition, there is considerable em- 
phasis on developing small-scale production, in part, on the presumed, though 
unproven, grounds that the capital output ratio is smaller in small-scale enter- 
prises. However, one may question the desireability of this approach, First, 
the evidence in India suggests clearly that large firms have much higher rates 
of reinvestment than small-scale units, and hence, large-scale enterprises 
are desireable from that point of view. Higher rates of reinvestment also im- 
ply the possibility of higher per capita incomes, and conceivably this may be a 
factor in inducing such changes in education, economic mobility, and social 
attitudes that foster fertility decline, In all of these matters, of course, we 
are in an area where we couldhardly claim to speak with a great deal of assur- 
ance, However, it would seem to me that scholars and planners should take 
into account the population aspects of the problem, and should also take into 
account the possible consequences of the allocation of investment on bringing 
about fertility reduction, 


There can be very little doubt that this is an excellent and exceedingly 


useful book, I would recommend it as "must reading” to all of those interested 
in development, and especially to those interested in the economic development 
of India. 








PORTUGUESE ECONOMIC DEVELOPMENT 


Robert S, Smith 
Duke University 


Metropolitan Portugal, which includes Madeira and the Azores, crowds 
nearly nine million inhabitants into an area of less than 36, 000 square miles, 
In contrast, an estimated twelve million people are dispersed over the 800, 000 
square miles of Portuguese territory in Africa and Asia, Portugal disputes 
with Spain the unwanted distinction of the lowest level of living in Western 
Europe, and the colonies hardly constitute an affluent society. Some of the 
problems of economic growth in an underdeveloped country which rules even 
less developed overseas possessions are carefully explored in a doctoral dis- 
sertation presented to the University of Basel by Ralph von Gersdorff, | 


Portugal's gross national product amounted to $203 per capita in 1955; 
in Mocambique and Angola, the largest colonies, it was probably less than $50, 
The current rate of gross domestic capital formation--about 14 percent of the 
gross national product--is the lowest in Europe. Gersdorff reports an increase 
in the gross national product of only two percent annually in 1950-1955, The 
O, E, E,C, accepts much higher estimates for recent years, e.g., 4.2 percent 
for 1956, Both agree on the urgency of measures to increase these rates of 
growth, 


Gersdorff holds that more rapid development depends on the accelera- 
tion of capital formation, Capital imports are essential, but only a rise in 
private domestic savings can sustain the desired rate of growth, The stimula- 
tion of domestic capital formation is viewed as a problem of designing institu- 
tions to facilitate saving and of quickening individual responses to the opportuni- 
ties for investment, 


Portuguese economists, notably A. Ramos Pereira, consider Portugal 
an underdeveloped country sui generis. The Corporative State, under the long 
rule of Prime Minister Salazar, has rejected inflation and the sort of forced- 
draft economic development which has characterized some Latin American 
countries, Portugal has long enjoyed a stable exchange (the esucdo is one of 
the "hardest'' currencies in Europe), a favorable balance of payments, and a 
balanced budget. Prices responded to universal inflation during World War II, 





Massnahmen zur Forderung der privaten Kapitalbildung im Portugiesischen 
Reich, (Staatswissenschaftliche Studien, Neue Folge, Band 33). Zurich: 
Polygraphischer Verlag, 1958, Pp. xvi, +265, 12.45 francs, Dr. von 
Gersdorff is presently on the staff of the Hamburgischen Welt-Wirtschafts- 
Archiv, 
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but between 1948 and 1957 consumer prices in Lisbon advanced only five per- 
cent. At the end of 1957 gold and foreign exchange reserves of the escudo area 
surpassed $700 million, or about 50 percent of the deposits and note issue of 
the Bank of Portugal. Gersdorff criticizes the ‘extraordinary liquidity" in- 
duced by "Salazar's orthodox credit and financial legislation", while the O, E, E, C. 
insists that the nation's financial structure is sound enough "to risk energetic 


" 
expansion , 


Every sector of the Portuguese economy furnishes examples of the ob- 
stacles to energetic expansion". As in most underdeveloped countries, produc- 
tivity in agriculture is distressingly low, Gersdorff estimates that agriculture 
employs 47 percent of the labor force and contributes 25 percent of the national! 


income, In 1957 output per worker was 9 contos ($315) as compared with 21 


contos ($735) in industry. Rural areas furnish the bulk of emigration--Portu- 
gal's ‘safety valve" for one of the highest birth rates in Europe--but in the main 
those who leave the country to settle abroad, particularly in Brazil, are the 
robust and energetic, instead of the submarginal, workers, Agriculture was al- 
lotted 13.8 percent of the 9,6 million contos budgeted for the Six-Year Develop- 
ment Plan (1953-1958), and some improvements have been realized in irrigation 
and cultivation; but low wages and chronic underemployment in farming have im- 
peded mechanization, A similar dilemma faces fishing, Although this is an im- 
portant part of the export economy, the modernization of equipment and methods 
proceeds slowly because of the fear of displacing labor. And fishermen are ''the 
poorest of the poor" in Portugal. 


Fish, wine, cork, and wolfram have traditionally provided the major 
share of Portugal's exports. While these commodities have often brought rela- 
tively high prices, creating ample foreign exchange for imports of capital goods, 
competition on world markets and the development of substitutes (e.g., for 

ork) have produced abrupt declines in export earnings, In the search for more 
jiversified exports Portugal has captured some foreign markets for cotton tex- 
tiles, But this industry is hampered by inefficient methods and the lack of 
modern machinery--factors which largely offset abundant T@w materials (from 
the Portuguese African provinces) and cheap labor, (Textile workers earn an 
average of $. 80 per day!) 


Foreign trade promotion is carried on by both private and state agencies, 
but Gersdorff thinks more should be done, probably by the government, to en- 
courage and assist exporters, "The organization of the English export insurance 
could serve as a model for Portugal", Portugal should also seek international 
agreements for the stabilization of the prices of the raw materials exported by 
the motherland and its overseas provinces, One branch of the export economy, 
tourism, has grown satisfactorily through the combined efforts of state promo- 
tion and private capital. Transportation by air, rail, and highway has been im- 
proved and modern hotels have been built to accommodate foreign tourists, who 
find Portugal, after Spain, the cheapest country in Europe. 


Officially, Portugal "considers private initiative the most fruitful instru- 
ment of progress and of the nation's economy", Unfortunately, private views of 
what undertakings are profitable and the government's concept of what it is neces- 
sary or desirable frequently differ, The gap has been closed by state enterprises, 
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which currently absorb 60 percent of new capital funds, Eventually, Gersdorff 
believes, private firms will take over some of the state enterprises or at least 
share in the ventures through mixed corporations, The shortage of competent 
entrepreneurs is only relative, Portugal may boast of some first-rate business- 
men, but the "pre-capitalistic mentality of most Portuguese" tends to put pro- 
fessionals and civil servants higher up on the social ladder, The recruitment 
of able young men for the entrepreneurial ranks involves a wider adoption of the 
"industrial mentality" (Industrie-Mentalitat), In the same vein the Seventh Re- 
port of O, E,E,C, deplores the insufficient "propensity of the private sector to 
invest in productive enterprises that would raise employment and real wages,.. 
The main task of official policy therefore must be to impart to the economy suf- 
ficient stimulus to obtain a higher rate of development", 





Anticipating, perhaps that the "industrial mentality" will not take root 
overnight, the draftsmen of the new Six-Year Plan (1959-1964) have increased 
the projected outlays for industry. With German and Belgian help, Portugal will 
soon have steel mills to "save", through the reduction of imports, an estimated 
$35 million annually in foreign exchange. In both Plans investment in electric 
power ranks high (38,1 percent of total expenditures under the first Plan), since 
the shortage of power has long been an obstacle to industrialization, Although 
consumption of electricity has increased at the rate of 12 percent per annum 
(1945-1955), per capita consumption of electricity is the lowest in Europe, ex- 
cepting Greece and Turkey. The dearth of petroleum deposits in the Iberian 
peninsula forces both Spain and Portugal to import most of their oil, but recent 
explorations in Angola have proved sufficiently productive to justify the erection 
of a refinery in Luanda. Both Portugal and the African provinces have substan- 
tial deposits of uranium ores, the economical utilization of which might help to 
meet the power needs of future six-year plans, 


Starting with the proposition that "the Portuguese is not a saver", 
Gersdorff explores numerous devices which might be introduced to encourage 
thrift, overcome the ''demonstration effect'', and make private enterprise a 
larger and more vigorous part of the total economy. The rudiments of the 
savings institutions typical of more advanced countries already exist in Portugal, 
Despite the low level of wages, Gersdorff supposes that even low-income fami- 
lies would save more if, for instance, savings accounts received not only inter- 
est but also "premium awards determined by lottery" and if the nominal amounts 
of savings deposits were adjusted to the cost of living. "Baby bonds" with a par 
value as low as 100 escudos ($3.50) are recommended, The premium income of 
all types of insurance companies represents 2,2 percent of the net national in- 
come, and much of the reserves find their way into long-term investments. If 
the demand for life insurance has a positive income elasticity, any impetus to 
economic development would raise the amount of insurance in force far above the 
present average of $15 per capita and correspondingly increase the invested re- 


serves, 


For potential investors of more ample means Gersdorff proposes several 
experiments based on the experience of other countries, e.g., investment clubs, 
mutual funds, and instalment purchase of corporate stocks, One may wonder 
whether the Portuguese securities market needs a Monthly Investment Plan, a 
scheme which in the most "capitalistic" country has only a few years' history, 
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In one important case employee stock ownership through a profit-sharing scheme 
has proved successful; but it strikes Gersdorff as curious that the Portuguese 
employer, who typically displays a paternalistic concern for his workers, gen- 
erally spurns proposals which smack af co-partnership, 


Well-to-do Portuguese, like the wealthy of other developing countries, 
have a high propensity to invest in real estate, which is not only socially accept- 
able but also comparatively safe, as long as population grows, But saving in 
the form of land and houses, Gersdorff believes, ‘is the worst method, if one 
wants to achieve the swiftest possible economic development of Portugal", Sev- 
eral years ago an E,C.A, mission in Portugal recommended the restriction of 
credit for construction, especially for high-rent housing, in order to channel 
funds into "economically more productive projects", 


The earnings and dividend records of Portugal's major enterprises sug- 
gest that the marginal productivity of capital remains at a high level, Further- 
more, a study of corporate earnings shows a rise in profits as a percentage of 
national income, While recognizing that this may favor capital accumulation, 
through the re-investment of earnings, Gersdorff has some misgivings about the 
perpetuation of extreme inequality in the distribution of income, "It is difficult 
to decide which is more important for Portugal, capital formation through an in- 
crease in entrepreneurial income or the long overdue raising of the much too low 
wages’, There is no question about the urgency of increasing labor productivity, 
and the first Six-Year Plan earmarked 3,8 percent of the outlays for technical 

hools and training courses, Gersdorff approves of the adjustments of wage 
rates to gains in efficiency but suggests that a part of the gain from higher labor 
productivity might be channeled into capital formation, perhaps through forced 
Saving, 


Discussion of measures to promote economic development cannot neglect 
what Lewis calls the "will to economize", If the greatest growth occurs in so- 
cieties where men have an eye to the economic chance, and are willing to stir 
themselves to seize it", 2 Portugal hardly promises soon to be in the forefront 
of rapidly developing countries, Officially, Portugal is dedicated to providing the 
people with an increasing flow of goods and services, but the Corporative state 
does not recognize this as necessarily its most important obligation, "For 
Salazar", Gersdorff reminds us, "material progress is admissible only if it 
serves as a foundation for culture, a nobler life, a higher civilization", By way 
of further explanation of somewhat elusive concepts, Salazar has declared that 
"the nation can create conditions of material prosperity, linked to the development 
of wealth and the satisfaction of individual or collective needs. We are far from 
believing, however, that for nations or for individuals the satisfaction of more 
numerous wants adds to happiness", Gersdorff finds "Portugal today. . . Still an 
idyllic little country" (author's italics), ‘Despite their poverty the Portuguese 
appear to have more joy in living (Lebensfreude) than, for instance, the rich 
Swiss", It would be unfair to conclude that he supposes the Swiss would be 
happier if poorer, or that the Portuguese would surely be unhappy if they were as 
well off as the Siwss, As long as the correlation of happiness with material 
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possessions lacks an acceptable statistical base, it will be easy for those who 


falter in the quest for material progress to argue that they have been more con- 
cerned with preserving spiritual values, 


Any estimate of the prospects for economic growth in the Portuguese 
Empire may fall wide of the mark if political factors are ignored, Gersdorff 
seems to feel that the present government is secure--that the 'Salazar regime 
will outlast its creator and the empire remain intact, Only ignorance, he con- 
tends, would lead one to the error of comparing Portugal with Mussolinis' Italy 
or Hitler's Germany, To many outsiders the elaborate structure of employers' 


' 


guilds and workers' associations, controlled by an equally elaborate superstruc- 
ture of government boards, is likely to appear cumbersome, inefficient, and in- 
flexible. One might also harbor a doubt about the permanency of the "principle 
of the Portuguese Corporative System", which is "not only economic, as one 
might suppose, but also has the objective of uniting into the system gradually 

all the scientific, cultural, literary, educational and welfare organizations, 
institutes, and corporations”, 


The Iberian peninsula presents the curious spectacle of two ageing dic- 
tators who, so far as the outside world knows, have not provided for their 
succession in such a way as to guarantee the continuance of their totalitarian 
systems, May they not, in fact, outlive the years which make their claims to 
be saviors of the country seem plausible--and the search for new saviors pro- 
tracted and painful? 


Gersdorff makes it clear in his Foreword that "for the most part'’ he 
has studied the Portuguese economy "without theoretical analysis", Lack of 
space precluded anything except an occasional consideration of a theoretical 
issue, But the attempt to describe so fully so many aspects of the national 
economy, to say nothing of long and often irrelevant digressions on institutions 
in other countries, has nevertheless resulted in a lengthy dissertation, Apart 
from the neglect of theory, some questions may be raised about the choice of 
data reproduced in great detail, Surely, few readers will stop to compare the 
cost of room and board in first-class hotels and pensions, Many, on the other 
hand, might appreciate a number of statistical time series, such as wages and 
prices, There is a great deal on social security and the insurance business, 
but practically nothing on morbidity, mortality, and longevity. 


In the search for measures to promote capital formation Gersdorff has 
traveled, literally and figuratively, over a wide expanse of the Portuguese 
imperial economy. Not the least of the many by-products of this journey are 
abundant statistics and detailed descriptions of institutions, agencies, firms, 
and associations related to economic life in Portugal and the provinces, The 
usefulness of the work as a compendium of Portuguese economic information 
is greatly enhanced by a 31-page bibliography and a good subject index, 
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